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QUAINT old edifice the 
Sub-Treasury Building 

Wall and Nassau Streets 

New York. Constructed 
plan calculated make strong 
enough withstand fire, bandits 
and the possible assaults mobs 
even though they dragged cannon 
with them, the build- 
ing has outlived its 
usefulness de- 
pository public 
funds but remains 
strong ever. 

And standing 
does the very heart 
the financial dis- 
trict, recent years 
withstanding Change 
and Progress which 
have altered prac- 
tically everything 
else the vicinity. 

quaint old edi- 
fice sure, this 
low Doric Temple, occupying one 
the most valuable 
the whole world, and contrasting 
strangely with many 
whose upper stories sometimes are 
obscured the clouds. 

Were held private owner- 
ship and unprotected public 
opinion opinion jealous 
American history 
the building would long since have 
been razed and skyscraper erected 
its place. 

But the statue George Wash- 
ington stands the middle the 


Wall Street Sanctuary 
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great stone flight the main en- 
trance, looking down Broad Street 
toward the New York Stock Ex- 
change who—even the place 
sentiment, the financial district 
erroneously supposed be—has 
the temerity propose that the 
identity the spot where the father 
his country took 
the oath office 
the first president 
the United States 
should obliterated 
build- 
ing, matter how 


grand 
that office building 
might be? 


the east end 
the entrance there 
bas-relief Wash- 
ington, praying the 
snow Valley Forge 
the darkest hour 
America’s strug- 
gle 
ence, and the passerby, who pauses 
before this, indeed stolid citizen 
his emotions are not touched 
the contemplation this sanctuary. 


great need that hard win- 
ter Valley Forge was money 
with which feed, clothe and house 
the Colonial troops. these days 
there dearth money nor 
wealth, but will agree that 
there corresponding fullness 
the spiritual fervor which Wash- 
ington held the cause together when 
material means were lacking? 
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What Bankers think 


Indiana Limestone 


evidenced 
recent bank 
buildings 


Few Recent Bank Buildings 
Indiana Limestone 


CHICAGO 


NEW YORK 


City BANK Brown Bros. Co. 
Wall Street 


PROVIDENCE, 
Trust Co. 


PHILADELPHIA 


the banking world, the business world 
general, there now keen appreciation 
the sound investment merit and profit advan- 
tages that accrue when this beautiful, light-colored 
natural stone used. Indiana Limestone buildings 
rent easily desirable tenants, their exterior up- 
keep cost the lowest any. From the invest- 
ment standpoint they rank high. 


Follow the example authorities like these: 
put your money into construction that will 


more profitable because lastingly beautiful—Indiana 
Limestone. illustrated booklet mailed free. Ad- 
dress Service Bureau, Bedford, Indiana. 
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Industrial Trust Co. Bldg., Providence, Walker Gillette, 

Architects. Williams Merchant, Builders. Standard gray 

Indiana Limestone Certain interiors this building are also 
Indiana Limestone. 


INDIANA LIMESTONE COMPANY 


General Offices: Bedford, Indiana 


Executive Offices: Tribune Tower, Chicago 


When writing to advertisers please mention the American Bankers Association Journal 
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Fallacies Farm Relief 


GEORGE ROBERTS 


Vice-President, The National City Bank New York 


Artificial Aid Agriculture Seen Unsound Principle. 
Plans Interposing Obstacles Natural Progress Farming 
Opposed. Fundamental Changes Now Going Believed Hold 


Solution Problem. 


business Wall Street, 
but everybody Wall Street 
has come from somewhere 


else and many have come 
from the Middle West and many from 
the farms. think nearly all have sense 
enough know that the prosperity 
New York City, and the industries, 
the corporations and the varied interests 
this eastern section are dependent 
upon prosperity throughout the greater 
interior. oppose the views and pro- 
posals the highly accredited repre- 
sentatives Iowa not because 
indifferent the losses and the dis- 
tress which many people that region 
have been suffering, but solely because 
differ with them the practical 
results the policies which they ad- 
vocate. 


think know something farm 
conditions. father was pioneer 
the territory Iowa. was 
native New York State, born the 
City Utica 1823. When grew 
about twenty years age, and 
looked about see what was going 
for living, seemed him that 
there was longer much chance 
for young man the State New 
York. The country was all settled up; 
there was much talk unemploy- 


Hopeless Schemes 


FARMER who became 
banker and gained 
nation-wide reputation 
economist turns thumbs 
down the various 
schemes for farm 
being proposed—systematic 
dumping, high tariff, con- 
trolled production. Mr. 
Roberts believes that agri- 
culture going through 
the same adjustment 
modern conditions that 
other industries have had 
undergo keep pace 
with progress and chal- 
lenges the wisdom subsi- 
dizing surplus crops instead 
letting the farmer feel 
the force the law the 
survival the fittest. 


ment and business being overdone 
there now, and lot talk about the 
developing West and the opportunities 
there for young men, and his attention 
was fixed the territory Iowa. 

Iowa, and might interesting 
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Legislation Offers Possible Panacea. 


know the route that selected reach 
there. older brother kept diary, 
and not long ago obtained copy 
portion it, including this entry: 


“1843, Dec. T7—David Roberts, brother, 
started for New Orleans by sailing vessel 
from New York.” Loaned him $10. 


know from father direct that 
was headed for Iowa, that came 
down New York City canal boat, 
took sailing vessel New Orleans 
and went the Mississippi steam- 
boat. 

About the time father was migrat- 
ing Iowa, family which was 
young daughter, was traveling overland 
the now historic covered wagon, 
from the State Maine the same 
destination. These young people met 
and were married, and have always 


thought that their migration and mar- 
riage and the founding their home 
was typical the settlement the 
West. 


Bought Wild Land 


WAS born the country back 
Dubuque, but while was still boy 
parents moved further west Fort 
Dodge, county Webster, what 
now the Tenth Congressional District, 
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fertile farming land lies out-of-doors. 
lived that district from boyhood 
until was forty years old, and have 
owned farms that district since soon 
after was twenty-one. 

use preferred term, “investments,” 


was the purchase about 1000 acres 
wild land $3.50 per acre, and while 
not own that same land today, 
have sold and bought from time time, 
without, the whole, materially reduc- 
ing aggregate holdings this day. 

Everybody dabbled land out there 
those days. was about the only 
form investment knew about. 
have sometimes said that doubted 
would sleep well nights did not 
own some land, although know that 
good many people have been unable 
sleep because they did own land. 


Absentee Ownership 


children gather solemn 
and reverent assembly listen 
the reading last will and testa- 
ment, one the questions they are going 
ask each other is: 

“Why the world you think 
held those Iowa lands long?” 

would have admit that the annual 
returns have not been large. fact, 
about the only benefit have had from 
them recent years has been when 
have come make income re- 
turns! 

However, first and last, Iowa lands 
not owe anything, and free 
say that the kind farming that 
done under absentee ownership 
entitled any more returns than 
gets. That kind farming the 
class improvements with which 
are familiar New York City, which 
are put land help pay the carrying 
charges while the land increases 
value; “taxpayers” call them. 


The Master Motive 


personal experience simply leads 
the first point want make, 
which call attention the im- 
portant part which land hunger and the 
tendency rising land values always 
have played not only the expansion 
agriculture but the current returns 
from farming operations. The relative 
compensation any occupation depends 
upon the number persons who choose 
follow it, and the number that will 
crowd into any occupation determined 
not alone the nominal wage re- 
ward, but the sum total all the 
gains, perquisites, advantages in- 
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ducements every kind, that are ex- 
pected. The opportunity become the 
owners land which was expected 
increase value, and which would serve 
permanent home and means 
livelihood, and which could passed 
the children, has been the master 
motive land settlement. 

These inducements, and not any con- 
spiracy discrimination against agri- 
culture, any bias the economic law, 
furnish the true explanation the low 
current returns which agriculture usual- 
has had comparison with other in- 
dustries throughout most the past. 

useless discuss the compensa- 
tion farming without taking account 
all the considerations which are 
factor deciding people farmers. 
There security and independence 
the ownership farm which counts 
the choice farm life, just the 
security and certainty government 
bond, and the preference which many 
people give over other investments, 
factor the low returns from it. 


The Race for Land 


REMEMBER when the territory 
which now the State Oklahoma 
was open settlement. Here are few 


sentences from the Encyclopedia Amer- 
icana descriptive that event: 


“On March 23, 1889, President Harrison 
under the authority Act Congress 
approved March 2, issued a proclamation 
declaring these unoccupied lands would be 
opened to settlement under the homestead 
laws of the United States at noon April 22. 
Troops along the border kept the home- 
seekers in order until that time, when the 
great crowd that had gathered dashed 
across the line in a mad race for the best 
lands and town lots. The entire region was 
settled almost within a day. Towns were 
laid out, farms opened up and the population 
increased at an extraordinary rate.” 


The point make that the rush 
for these lands was not induced solely, 
even primarily, the returns from 
farming operations the time, which 
fact were low, but the settlement 
those lands and the increased produc- 
tion the staple crops which resulted 
had direct effect upon the market 
prices those products, and effect 
beyond the any legislation 
that might passed. 

About the time this Oklahoma 
opening was somewhat active 
politics, and memory political 
events clear. The Republican party 
Iowa was trouble. Republican 
liquor law. had formidable bolt 
from the party, and the Democrats 
nominated one the bolters, promi- 
nent lawyer, Horace Boies, for governor, 
and much our confusion was 
elected. 
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Hard Times the Farm 


caused sensation. New 
York that time there was Demo- 
cratic organization known the Reform 
Club. was devoted tariff reform 
and Grover Cleveland. The Reform 
Club was greatly stirred the news 
that the Democrats had carried 
Here, they thought, the long-expected 
revolt the farmers against the pro- 
tective tariff, and they proceeded have 
banquet and invite 
Boies the guest honor. came 
and was assigned the toast, “Our New 
Allies the Northwest.” Think that, 
nearly forty years ago! What story 
hope deferred carries! 

devoted his speech mainly 
account hard times among the farm- 
ers Iowa. remember very well, 
and have been hearing much just 
like recently that thought would 
dig that speech. found that the 
Reform Club had faded into history— 
died with hopes unrealized—but report 
New York World, and have had copy 
made. This little it: 


“Statistics show that the average wages 
able-bodied men upon the farms 
are $18.50 per month, or about seventy cents 
per day, and board, the lowest price paid 
any class of like laborers in the state, and 
yet out of 900 farmers reporting to our 
Commission of Labor Statistics during the 
present year, more than 800 claim that this 
help this wage has been employed 
loss instead profit during much the 
five years last past. 

“Out the same number equal por- 
tion assert that the actual cost producing 
this cereal (corn), the most profitable all 
that are raised within that state, has, dur- 
ing the same period, exceeded the entire 
value of the crop when harvested, saying 
nothing whatever of income from the capital 
invested in the land required to produce it. 

“It is estimated by those making the re- 
ports that the cost of producing an acre of 
corn ready for market is $8.00; that the 
average crop for five years has been 33% 
bushels, and statistics show that the aver- 
age price of this corn in our local markets, 
soon after harvest, during such period has 
been twenty-two cents per bushel, making 
the entire value of the crop, when marketed, 
$7.33, or sixty-seven cents less than the 
actual cost of production at market rates 
of labor. 

“What true the production corn 
in Iowa is equally true of all the great 
staples raised on her farms. When we 
consider the immense capital invested in the 
farms of a single state and are told that 
for five whole years it has not paid enough 
to compensate the labor employed, it is ap- 
parent that no other business in this coun- 
try could have withstood such a condition 
of adversity during so prolonged a period, 
and equally certain had been prac- 
ticable for the farmers of the country to 
withdraw their capital from this line of in- 
dustry, their number would have been great- 


ly reduced even 
cultural states.” 


Doesn’t that sound familiar, although 
thirty-eight years old? 

may interesting know the 
course land values since that time. 
traced Bulletin 874 the De- 
partment Agriculture, published 


in the best of the agri- 
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1920, which are given figures for the 
average value per acre all improved 
farming land the State Iowa over 
period years. For the year 1890, 
the year the Boies’ speech, this aver- 
age value was $28.14. The decade from 
1890 1900 unquestionably was 
period hard times. was the Wil- 
liam Jennings Bryan period. was 
nominated for the presidency 1896 
and again 1900, the platform which 
proclaimed state distress and that 
law must passed cure it. Neverthe- 
less, the census 1900 showed that the 
average value these lands had in- 
from $28.14 $43.31 per acre. 
The next census was taken 1910, 
when the average value was found 
$96 per acre, increase 121.6 per 
cent, more than per cent per 
annum. Would not anyone like have 
business which the value the 
physical plant increased, mainly ap- 
preciation, the rate per cent 
per annum ten-year average? 

And the next decade, 1920, the 
average value advanced again, from $96 
$255 per acre, increase 165.6 
per cent, per per 
annum throughout the ten years. 
the twenty years from 1900 1920, 
the increase was $211.69 per acre, 
but trifle under 500 per cent for the 
period. there anyone who ever knew 
another business which the phy- 
sical plant had enhancement value 
the rate per cent per year for 
twenty years? 

The war, course, had much 
with the final stages this inflation, 
and that was not permanent factor, 
but apparently the public accepted 
permanent. That where went 
astray. 

venture say that business can 
stand such “prosperity” that. 
not average human nature 
through such experience and come 
out The opportunities for 
quick money-making tempt men use 
their credit the limit, great body 
indebtedness created, all ordinary 
standards value are lost sight of, and 
the strain increases until the whole in- 
flated structure credit and prices 
breaks down. 

1919 the Iowa Bankers’ Associa- 
tion held its annual meeting old 
home town, Fort Dodge, and the officers 
were thoughtful enough and kind enough 
invite come out and address 
the convention. went. The land boom 
was its height, and outsider the 


situation was alarming. ventured 
comment upon it. quote only the last 
paragraph those comments, for what 
was said then may more impressive 
than anything that can said now. 

“I believe that the banker can render no 


better service to the farmer than by advis- 
ing him to use the proceeds of these high 


prices to pay off his debts. It is a singular 
fact that people commonly go into debt in 
good times and pay their debts under pres- 
sure in bad times.” 

Iowa the Chicago Reserve dis- 
trict, and the time that convention 
was held the Iowa members the Re- 
serve Bank Chicago owed the Re- 
serve Bank about $12,000,000. There 
was good crop Iowa that year, 
there nearly always is, and prices 
farm products were high. The break 
prices did not come until the latter 
part 1920, but when the break did 
come, the member banks Iowa owed 
the Reserve Bank Chicago, not $12,- 
000,000, but $98,000,000. 
they owed lot borrowed money else- 
where. 

The farm mortgage debt Iowa 
1910 was $204,000,000 and 1920, 
$490,000,000, increase 140 per 
cent, the period highest prices for 
farm products and greatest increase 
farm values ever known the history 
American agriculture. That increase 
indebtedness did not signify distress 
the time, any more than the increase 
brokers’ loans New York the 
past two years has signified distress. 
Distress, however, followed later. 


Legislation Cannot Prevent 
Such Losses 


all this simply illustrates the 
well known truth that people 
not use the profits good times pay 


their debts. They use them the basis 
further borrowing. The farmers are 
different this respect from other 
people. the same commodity 
speculation,—in wheat, cotton sugar; 
stock speculation, have seen 
time and again Wall Street, and 
town lot speculation, have seen 
Florida. 

not unsympathetic for the people, 
farmers and others, who lost money. 
the collapse speculation and fall 
prices 1920-21. not blaming 
ridiculing the farmers who became in- 
volved. simply pointing the 
true cause their misfortunes, and say- 
ing that such losses cannot possibly 
prevented made good legislation. 
this case they were largely due 
the war, and the private losses all 
countries due the war were incal- 
culable. 

The war deranged industry generally 
over the world. over-stimulated 
production many lines. The con- 
ditions were abnormal that 
wonder now that everybody did not 
understand that they were temporary. 
Cuba the price sugar rose 
high twenty cents per pound, and 


they doubled the area cane. The area 
was doubled also Java and other 
countries outside Europe. When beet 
sugar production recovered Europe 
the world had more sugar than could 
use, and the price Cuba down now 
about two cents, and the industry 
great distress. 


The print paper industry, the lumber 
industry, the textile industry, the bitu- 
minous coal industry, and many others 


have had the same experience. takes 
long time overcome such dis- 
turbance. 


Voluntary Expansion 


area of.land grain was great- 
expanded during the war coun- 
tries outside Europe, especially the 
United States, Argentina and Australia. 
The production wheat Canada 
the five years ended with 1913 averaged 
under 200,000,000 bushels per year, and 
the five years ended with 1928 above 
400,000,000 bushels. The Canadian pro- 
duction still increasing; the crop 
1928 was over 500,000,000 bushels. 

Furthermore, the area land under 
cultivation the United States in- 
creasing. The area planted cotton 
Texas increased from 10,470,000 acres 
1919 18,374,000 acres 1926. 
the four states Nebraska, Kansas, 
Oklahoma and Texas the acreage 
wheat has more than doubled the 
last ten years. 

This course voluntary expansion, 
like the settlement Oklahoma forty 
years ago, the face what are said 
unremunerative prices. What 
would production the government 
was guarantee higher prices? 


Wheat Excess Demand 
Will Break the Price 


HAT can the government with 

price-fixing program under con- 
ditions like that? cannot produce 
wheat excess the demand 
given price, and have 
carryover from year year, without 
breaking the price. venture say 
that you may organize and agitate and 
legislate till the cows come home, 
used say Iowa, and that long 
the supply increases the price will 
decline. need get people out 
the wheat business instead more 
people into it. 

Moreover, there are other develop- 
ments which have affected. the farming 
industry. The consumption food pro- 
ducts has undergone noticeable change. 
The means transportation now avail- 
able are largely responsible for this. 
The consumption fresh fruit and 
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vegetables has enormously increased, 
and the per capita consumption the 
old staples has declined. Senator Nye 
North Dakota has recently introduced 
resolution the Senate for in- 
vestigation the decline the per 
capita consumption flour, which 
says has been per cent since 1913. 

Furthermore, the use motor power 
has almost done away with the consump- 
tion corn and oats cities and towns, 
and diminished the consumption for 
work animals even the farms. 
think fair say that the task 
adjusting farm production farm con- 
sumption farm problem. 


The Most Important Factor 


COME now another and most im- 

portant factor the situation, and 
that the lowering cost production. 
Back seventy eighty years ago farm- 
ing underwent revolutionary change 
from hand power horse power. 
now undergoing another change, less 
revolutionary, character imple- 
ments and the use power. The most 
outstanding these new implements 
the combined harvester 
which rapidly coming into use, and 
which effects very substantial saving 
the cost producing the small grains. 

Plowing always has been one the 
biggest jobs the farm. One man, 
with two horses and single-bottomed 
plow could scarcely plow two acres per 
day, but one man with tractor will 
plow eight ten acres per day. 

Until few years ago the standard 
implement for cultivating corn was the 
single row cultivator, operated one 
man and two horses, but the past 
season three-row cultivator has been 
successful use, operated one man 
and tractor equal horse power. 
Practically the entire list farm imple- 
ments undergoing change manner 
which greatly increases the effectiveness 
man power. 

The friends the horse means 
give the field the tractor. They 
claim that multiple hitches, using six, 
ten, and even more horses are economi- 
cally successful. The point that ma- 
chinery higher capacity for all farm 
work coming into use. 


Production Costs Reduced 


1921 and 1922 the agricultural 
implement business was facing 
imagined, but today enjoying one 
the greatest periods prosperity 
its history. Doubtless everyone has 
heard the great boom the New 
York stock market, but possibly every- 
one does not know that implement stocks 
are among the leaders. longer ago 
than 1923 the common stock the In- 
ternational Harvester Company was 
selling $65 $70 per share; recent 
months has sold high $365 per 
share, and has now been split into 
smaller units. The common stock the 
Case Threshing Machine Company, 
which the spring 1924 was selling 
about $15 per share, now selling 
around $500 per share. 
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The significance all this that the 
costs production the farms, 
terms man power, are being reduced, 
that smaller number workers 
the farms will able produce the 
required supply farm products and 
that unless further expansion farm 
area occurs the business will more 
remunerative. 

The release agricultural workers 
simply continuance process which 
has been going throughout the his- 
tory agriculture. constantly 
diminishing percentage the population 
has been able supply the required 
quantity farm products. 

One hundred years ago per cent 
more the population this country 
was required the farms; now the 
situation reversed, with only per 
cent living the farms and per cent 
deriving its support primarily from 
other sources income. 


More Competitors More 
Customers? 


this change not deplorable. 
would not want back 
the farming methods and the farm life 
100 years ago—to the wooden plow, 
the cradle and the hoe the field and 
the spinning wheel and the household 
industries the home. would not 
want try locate per cent our 
present population the land, labor, 
then, from sunrise sundown, 
give all the comforts which the 
modern industrial system has provided. 
The general rise the standard liv- 
ing the masses consists the main 
the increased supply things other 
than farm products, and these are 
found the farm homes well 
elsewhere. 

efficiency production, what shall 
about the research work the State 
College Agriculture and the United 
States Department? Shall stop try- 
ing grade our dairy cows and our 
meat-producing animals? All this 
work tends increase the supply 
farm products, and reduce the per- 
centage the population required 
farms. increases the powers and im- 
proves the position the farmers who 
adopt the new methods, but increases 
the pressure upon the farmers who 
not adopt them. 

What are going about this 
increase productive power which 
impending, and indeed sight? The 
present farm leadership seems have 
set its face firmly against any movement 
population from the farms other 
industries. apparently holds that the 
government should assure remunerative 
prices for farm products, matter how 
many people enter the industry how 
much the facilities production are in- 
creased! Surely this proposition can- 
not maintained any industry. 
The conditions industry are always 
changing, and the people every indus- 
try must adapt themselves the 
changes. Any other conclusion would 
mean industrial and social stagnation. 

Why such determined opposition 
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any movement population from the 
farms the cities? Would the farmers 
rather have expansion their own 
industry the other industries? 
the one case they will have more com- 
petitors and the other they have more 
customers. all the present farm 
population stay the farms and all 
the remaining land available for 
tivation brought under crop shall 
continue have increasing production, 
prices will fall lower and the benefits 
lower production cost will passed 
consumers. 


Progress Cannot Stayed 


the other hand, if, instead 

rapidly increasing the area land 
under cultivation, the farm workers who 
are released the new machinery will 
find employment other industries, the 
production the farm staples will not 
rapidly increased, farm land values 
will stabilized and the benefits the 
new machinery will least shared 
the farmers. 

said that the present trend 
means the industrialization the coun- 
try the expense the farmers, but 
only what has been going 
every industry since the application 
ization has been going transporta- 
tion ever since the days the ox-cart, 
and the textile industries ever since 
the days hand-spinning. What has 
become the stage-coach business and 
the carriage business? Men are losing 
their jobs all the industries the 
efficiency machinery, and 
has been for hundred years, but 
they find other—often better—jobs, and 
social conditions are improved. 

Progress agriculture cannot 
stayed. The progressive farmers will 
prosperous and want buy more land, 
and the unprogressive ones will find 
advantageous sell out them. The 
law the survival the fittest does 
not mean that anybody must starved. 
simply means that people are under 
pressure find the places for which 
they are best fitted, for their own good 
and that society. Society has rights, 
and concerned that the land shall 
occupied the people who will make 
the best use it. individual may 
not qualified build and manage 
fine herd dairy cows, but well 
qualified milk and care for them under 
some one else, drive truck 
many other kinds work. 


Between Town and Country 


chief expenditures the masses 
the people are for food, clothing 
and shelter, and here that must 
find the gains for any important rise 
the standard living. During the war 
the British government was given au- 
thority take farm operations out 
the hands farm-owners necessary 
obtain increased efficiency, and 
population increases all countries 
may accepted certain that least 
policy will long tolerated which 
(Continued page 920) 
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What the Air Mail Does for 


Banking 


HIRAM JOME 


Professor Economics, Denison University 


Banks Are Making Comparatively Little Use Even Though One 
Chicago Institution Reports Annual Saving $130,000. Be- 
tween Many the Greatest Banking Centers There Money 
Saving Over Rail Schedules. Survey Reveals Curious Situations. 


mail enthusiasts are making 
numerous optimistic statements 
the use the air mail 
our banks. authorities 

even state that the railroad will the 
near future abandon the mail business. 
effort obtain first hand infor- 
mation this subject 

the writer gathered 

data from about one 

hundred banks through- 

out the country, each 

with capital excess $1,000,000, 
comprising between one-third and one- 
fourth the banking resources the 
United States. 

may pertinent the outset 
discuss the technique clearance air 
mail. Though the method varies dif- 
ferent cities, the New York practice may 
described for illustrative purposes. 
Those New York member banks who 
clear air mail make their transit 
letters the close the business day; 
address them the Federal Reserve 
Bank branches the cities which 
they commonly clear air mail, name- 
ly, Chicago, Cleveland, Atlanta, Bir- 
mingham, and New Orleans and send 
them the branch postoffice located 
the Federal Reserve Bank building 
where all the letters each bank are 
consolidated one envelope and for- 
warded air mail. 

The New York Federal Reserve Bank 
transit manager then requests each 
the addressees notify him wire 
the exact time which they give 
his bank credit for the items forwarded. 
The New York Reserve Bank its 
books gives its members reserve credit 
for the amount the checks the 
availability date shown the sched- 
ule based the time required for- 
ward checks railroad. the tele- 
grams from the other reserve banks 
branches indicate that saving time 
made over the railroad schedule, 
adjustment made the reserve ac- 
count the member banks for the time 
saved. the plane arrives time, 
saving one day made each 
the above-mentioned cities. 

was found that the average even 
where such facilities are immediately 
available our banks are making com- 
paratively limited use the air mail. 

The proportion dollar value 


checks cleared air mail seems 
the largest San Francisco with 
New York and Chicago second and 
third places. the first named city, 
two the largest banks clear from 
per cent per cent the total value 
the transit items air mail, one 
them sending all its eastern checks 
this method. Several New York 
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reported percentages ranging 
from and for Chicago the range 
seems per cent 

per cent. High 

percentages 

reported Atlanta 

tions. number banks all 
these cities not make use the air 
mail all. The proportion the 
total number transit items cleared 
this way obviously relatively small 
since most banks have minimum limit. 

The average collection letter contains 
probably ten checks per ounce. The 
number depends upon variety cir- 
cumstances. One bank estimates that 
sends nineteen checks the ounce while 
another places the figure low six. 
With saving one day’s interest, 
the average letter contains ten checks 
averaging $50 each the saving per 
cent would cents. Over short 
distance involving saving only one 
day, would not profitable send 
many checks less than $50. Since the 
rate for each additional ounce frac- 
tion thereof cents, the minimum 
check heavier letter would need 
larger. Where the distance such 
that the savings would two days, 
would profitable reduce the mini- 
mum. 

Another very important point consid- 
ered the fixing the minimum sized 
check the ease duplication the 
mail, lost destroyed. 


Effect Reduced Rates 


will remembered that 1928 the 

Post Office Department reduced the 
air mail postage rates from cents for 
ounce cents for one ounce. This 
reduction per cent resulted 
immediate increase the average pay- 
load carried our transport planes. 
With the purpose finding whether this 
decrease postage rates had any effect 
the minimum sized checks cleared 
the air mail, the writer inquired 
large number our banks having 
capital above $1,000,000 the 
minimum check which they cleared 
the air mail and whether the recent 
lowering the postage rate had influ- 
enced their use this new agency 
transportation. 
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the forty-eight institutions specify- 
ing the minimum sized check which they 
cleared air before the recent lower- 
ing the postal rates, twenty-five in- 
dicated minimum $500 less; fif- 
teen these gave $500; one, $400; two, 
$300; two, $200; one, $100; one $50; 
and one $40. Three banks said they 
sent all checks air mail regardless 
size wherever saving was possible. 
the twenty-three banks giving fig- 
ure above $500, ten named $1,000 and 
five, $5,000. After this recent change 
postal rates thirteen the forty-eight 
banks lowered their minimum check, 
that present thirty-two banks send 
checks $500 less and five banks 
now have limit, sending all checks 
Apparently, therefore, the reduction 
air mail rates has stimulated its use 
banks. 

the above compilations, the lowest 
given minimum has been used. Some 
banks, however, follow the rule hav- 
ing varying minimum for different dis- 
tances, though the common practice 
flat minimum for all transactions. The 
general principle among these few banks 
seems the greater the saving 
days and the larger the number 
checks available city time-saving 
distance away, the lower the minimum 
sized check. 


One Chicago Bank Saved 
$130,000 


the total clearings air mail, 
complete and accurate figures are 
impossible obtain present. Eight 
Chicago banks, however, having com- 
bined capital, surplus 
profit more than $186,000,000 
about per cent the total the 
member banks the entire Chicago dis- 
trict report that they sent about bil- 
lion dollars checks air mail last 
year, involving saving more than 
$130,000 annually.. Nine New York 
banks with total capital, surplus and 
undivided profit $600,000,000 more 
than one-third the total the second 
district, clear $1,025,000,000 air mail 
involving annual saving about 
$160,000. 

investigator for the New York 
Journal Commerce concluded that 
May, 1928, twenty-one New York banks 
sent air mail, checks aggregating 
$59,309,060 Chicago and Cleveland, 
involving saving one day’s interest 
the portion this ($52,262,688) 
which reached its destination time for 
the subsequent day’s clearings. 

The transit items out New York 
City cleared air mail thus seem 
range between and per cent the 
total volume. refer again the 
figures given the New York banks, 
out nine with total proprietary in- 
terest $600,000,000, only one and that 
one the smallest the group, used 
the air mail for checks Boston, Pitts- 
burgh, and Buffalo. The chief centers 
which checks are generally sent 
air mail from New York are Cleveland, 
Atlanta, Chicago, Birmingham, and 
New Orleans. few banks report also 


AMERICAN BANKERS ASSOCIATION JOURNAL 


Milwaukee, St. Louis, San Francisco and 
Los Angeles. the eight 
large Chicago banks furnishing figures, 
not one clears air mail Detroit, In- 
dianapolis, Cleveland, Minneapolis, St. 
Paul, Milwaukee, Cincinnati, and Toledo, 
any city within this area. Only one 
names St. Louis. Out the ten Chi- 
cago banks reporting, including the 
eight just referred to, and two others 
giving incomplete statistics whose data 
are not included the totals given 
above, six clear checks New York 
City only air mail. 

thus apparent that the bankers 
use the air mail for clearing purposes 
comparatively limited. Some banks 
that would profit the use the air 
mail have been slow using it, but out- 
side such indifference conserva- 
tism, there are several important and 
valid reasons for the relative neglect 
the air mail services. 


Relative Uncertainty 
Schedules 


transportation planes often run 
extremely close schedule that 
any delay may affect the making 
connections with feeder routes. For 
instance, the New York-to-Minneap- 
olis route, the plane leaves New York 
the early evening, arriving Chicago 
a.m. The machines the Chicago- 
to-Minneapolis air route leave the Chi- 
cago airport 5.50, arriving Minne- 
apolis 11.40 Likewise the 
return route the planes leave Minneap- 
olis 2.30 m., arriving Chicago 
7.30 m., making connections with the 
New York machine leaving half hour 
later. obvious that few minutes 
delay one the Chicago-Twin City 
planes will necessitate the mail waiting 
Chicago till the next morning 
being transferred the train. either 
case, the consequent loss day would 
give the airplane advantage over the 
train. This true many the feeder 
routes. Uncertainty schedule men- 
tioned more often banks cities like 
Kansas City, Dallas, Detroit, Philadel- 
phia, and Cincinnati than cities 
the main transcontinental route like 
New York, Chicago and San Francisco. 

Two requirements are necessary for 
extensive use the air mail: 
there must sufficient volume, and 
2nd, there must real saving time 
over rail transportation. 

These two are related each other, 
for cities which banks have great 
volume checks are usually near to- 
gether that they are easily available 
overnight rail trip. the other 
hand, city economical air-dis- 
tance away, the volume check trans- 
actions may not great. Several San 
Francisco banks report, for instance, 
that most their cash items are pay- 
able California and nearby Pacific 
Coast cities, most which may 
reached overnight. Detroit banks state 
that most their items are drawn 
Chicago, Cleveland and other nearby 
cities, all which are available 
night train. New York banks state that 


the proportion business the west- 
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ern coast not large. They also indi- 
cate that most their checks are drawn 
banks St. Louis, Chicago, Cleve- 
land, Philadelphia, Buffalo, Pittsburgh, 
Boston, Washington, Richmond, well 
numerous important eastern and 
New England cities within this radius, 
all which cities except St. Louis, 
Chicago and Cleveland, excellent 
night rail service available. Chicago 
banks also report that the majority 
their large items being payable near- 
cities, such Cincinnati, the Twin 
Cities, Omaha, Des Moines, Milwaukee, 
Cleveland, Detroit, Kansas City, and 
Louisville are collectable one day. 
Richmond banks also have great traf- 
fic Philadelphia and New York which 
are available easily overnight train. 
Pittsburgh located that the rail- 
road perfectly satisfactory for clear- 
ing checks eastern points well 
Chicago, Cleveland, Detroit and St. 
Louis. 


Where Rapidity Does Not 
Count 


recognized that airplane 

makes much more rapid time than 
the railroad. airplane leaving Rich- 
mond 1.28 for instance, arrives 
New York 6.35 The New 
York train, however, leaves Richmond 
the early evening, late enough take 
all the day’s bank checks and arrives 
New York least three hours before 
the time for clearing. One the great- 
est obstacles the clearing checks 
the hauling any first class mail 
arises that where the volume large 
there may saving actual busi- 
ness time; where there saving 
business time for far away points, the 
volume small. 

use concrete illustration: New 
York the center vast financial 
area including Richmond, Washington 
and Philadelphia the South; Pitts- 
burgh and Buffalo the West, Boston 
and Montreal the North, all impor- 
tant points within which are available 
easy overnight trip rail from 
New York. This vast area includes all 
the Second and Third Federal Re- 
serve districts, most the First and 
great proportion the Fourth and 
Fifth. 

Member banks the Federal Reserve 
System have total capital, surplus, and 
undivided profit $5,341,000,000. 
this total, the vast sum $3,429,000,000 
the first five districts; and prob- 
ably $2,864,000,000 more than one- 
half found banks cities within 
easy overnight train from New York. 

addition, there are other more dis- 
tant areas which are quickly reached 
from New York air rail. 


Saving Here 


air transport will ad- 
vantage the collection checks 
between points separated over- 
night railroad run. Paradoxical 
may seem, the airplane seems also 
possess advantage between points 
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Future Unfolds Great Vistas Savings Bank Opportunities. 
Three and One-Half Billion Dollars Can Added Present 
Volume Deposits Application Scientific Management 


Principles Savings Business. 


time ripe approach the 

savings problem optimistic 

and spirit. the 

year which closed last June, this 
country totaled the largest gain sav- 
ings deposits within its history, showing 
percent gain savings over the 
previous year. 

Out estimated net income 
$15,000,000,000 annually, the American 
public has taken per cent and placed 
savings accounts. Obviously the 
times are with the savings bankers and 
they would derelict their duty 
they did not set about more intelligent, 
more helpful and more intensive culti- 
vation market such they have 
never known before. 

what way shall they set about 
make the most this opportunity for 
service and profit? What shall 
their outlook savings bankers upon 
the conduct their business? How 
shall they perfect their service, refine 
their methods, control their costs, profit 
the better work that others may 
have done and cooperate for the stabil- 
ization phase the banking busi- 
ness which has had uneconomic com- 
petition too often? 

begin with, should like 
attention the fact that the growth 
the savings business various sections 
and institutions uneven imply 
widely varying degrees ability ap- 
plication the ranks savings bank- 
ers. During the past year, for ex- 
ample, Ohio showed increase $31 
savings per inhabitant; Missouri, 
$24; Illinois, $18; Michigan, $10; and 
other states, varying figures. what 
extent are these differences due varia- 
tions the fundamental conditions 
the market? what extent they re- 
flect somewhat uncontrollable economic 
factors? what extent are they 
challenge the banking ability those 
sections the country which have 
shown the less favorable progress? 


Can Much 


HILE the fundamental conditions 

different sections play important 
part the relative growth savings 
deposits, the individual bankers the 
various communities are large meas- 
ure directly responsible for more fa- 
vorable increases savings business. 
Furthermore, believe that the Ameri- 
can Bankers Association, through its 
program cooperation, has done and 


Five Essentials 

essential qualities 
savings 
banker should have are 
summarized as: 

First. thorough tech- 
nical knowledge the-sav- 
ings business. 

Second. sympathetic 
helpfulness solving the 
banking problems men 
and women. 

Third. keen apprecia- 
tion the sales possibili- 
ties the business. 

Fourth. mind recep- 
tive new viewpoints. 

Fifth. sincere desire 
cooperate wholeheartedly 
with other savings bankers. 


can much, through the interchange 
ideas and methods among its 20,000 
member banks, bring every commu- 
nity and every bank more definitely into 
line with the general march progress 
savings. 

with the past accomplishments and ob- 
jectives the Association. the 
purpose and hope the present ad- 
ministration that through Association 
activities the entire banking business 
may further leavened with this new 
spirit which contemplates the maximum 
service and safety upon basis 
scientific precision bank operation 
that will surpass anything have 
known. Speaking for the profession 
generally, our special aim this year 
provide the bankers this country 
with material better bank manage- 
ment, representing the most advanced 
and scientific treatment such phases 
loan administration, secondary re- 
serves, security buying, budgeting, ade- 
quate income, and detailed expense con- 
trol. Through research, studies, and 
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The Qualities for Success. 


surveys, hope provide bankers 
with proved and tested standards relat- 
ing every phase bank management. 

purpose here address my- 
self more specifically the human fac- 
tor successful savings bank manage- 
ment, particularly regards what 
view the five essential qualifications 
good savings banker. 


The First Essential 


first among the essen- 
thorough grasp the technical problem 
management. must have logi- 
cal understanding all phases the 
savings business—the necessary size 
market support savings bank de- 
partment certain caliber, the sav- 
ings income that may expect, the 
standards which may forecast 
and judge the growth his institution, 
thorough grasp upon all his in- 
come and expense items, and appre- 
ciation the various types competi- 
tion, both direct and indirect, which 
must meet. must know how bal- 
ance income and outgo. must 
thoroughly grounded the fact that 
matter how laudable the service 
renders, savings bank department 
safe, self-respecting and permanent 
vehicle service unless shows 
profit. 

There are savings 
bank operation upon 
knowledge essential success. There 
is, for example, the relation the ac- 
tivity savings accounts profits. The 
savings banker should familiar with 
surveys which show that activity per 
savings account per month bears prac- 
tically relationship the average 
balance per account; the activity, 
gardless the size the accounts, 
about thirty forty transactions per 
month per 100 accounts. other 
words, the small account involves prac- 
tically many transactions 
larger account; and therefore the larger, 
quality accounts, represent the most 
fruitful direction which employ 
business-getting effort. concentrat- 
ing chiefly upon the development ac- 
counts now the books, the bank best 
serves itself and its customers, while 
the same time avoids cut-throat com- 
petition. rather illogical con- 
centrate competitor’s satisfied cus- 
tomers and neglect the development 
one’s own customers. 
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this connection, may also con- 
clude that the average number 
transactions per account per month does 
not increase with the size the 
ance, then the average balances 
our savings accounts increase, the small- 
will our operating expense. Stated 
simply, the rule this: the greater the 
average balance per savings account 
any bank, the smaller should the op- 
erating expense per $1,000 aggregate 
savings balances. 


Should Know the Facts 


but one interesting phase 
knowledge which 
have developed. There are countless 
other aspects with which the progressive 
manager must keep touch. 

There also the problem separat- 
ing the savings funds from those 
other departments, least from book- 
keeping standpoint, that the banker 
may know precisely where stands. So- 
cially speaking, believe question- 
able whether any bank has right 
operate savings department loss; 
but certainly, undebatable that the 
savings banker should least know the 
loss, breaking even making profit. 

Profit, course, will depend upon the 
manner which deposits are invested, 
the rate interest paid, the control 
losses and other factors. The personnel 
and labor problem now coming strong- 
the front various surveys. The 
capable manager who inquires into this 
matter will find that employees some 
banks handle two three times many 
transactions similar employees 
other banks. This problem, course, 
breaks into various aspects: pay, 
spirit, training and efficiency em- 
ployees; convenience facilities; sim- 
plicity routine; character accounts, 
whether small and active, large and 
stable. Then, too, the manager learns 
exactly what costs him handle 
savings transaction and makes compari- 
sons with surveys that are now hand, 
may find variation 200 300 
per cent. And so, gains sound 
and up-to-date grasp every item 
management, places himself the 
position where knows how earn 
that profit which rewards his stockhold- 
ers and makes permanent his service 
the community. 


Financial Physician 


come the second essential 

the capable manager—a sympa- 
thetic helpfulness solving the banking 
problems men and women. What 
the exact character the service for 
which the savings banker asks the public 
pay him profit? not refer 
administrative routine. mean what 
does the savings depositor get for the 
margin interest which his money 
yields the bank? 

Obviously, must unquestionably get 
safety for his hard earned savings. 
the order things will naturally re- 
ceive his interest per cent. But 
there one other more important ser- 
vice with which satisfactorily con- 
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ducted bank will provide every savings 
customer—the kind financial counsel 
which savings department goes far 
beyond finance and banking and deals 
with almost every human problem. 

know the feeling many savings bank- 
ers may have. Sometimes the best 
grow impatient with the great volume 
detail that thrown upon us. rec- 
ognize that clogs the machinery 
business, and distracts from the orig- 
inal thinking which would carry 
greater achievements. But es- 
sential, nevertheless, that the savings 
department operated upon basis 
friendliness, patience, tact, courtesy, ex- 
perience, and judgment. These are duties 
owe our customers and cannot avoid. 
The savings manager financial 
physician. The essence his service 
that shall counsel and guide those 
who may making only beginning 
financial accumulation, and who may 
sorely need even the simplest 
analysis their problems. 

have mind man who typifies 
ideal regards the spirit savings 
department. This man not banker, 
banks. the head great rail- 
road system. And his ideal for that rail- 
road system truly serve the public, 
and sincerely take the public view- 
point upon every problem, that pa- 
tience, kindliness, and innate courtesy 
shall animate the entire system. 
strongly does he, himself, impersonate 
these qualities that that spirit, like 
flood light from the top streaming 
down, coming shed kindly person- 
ality throughout his entire organization. 


Sales-Mindedness 


THIRD essential capable sav- 

ings banker sales-mindedness. 
should define sales-mindedness would 
say that the difference between the 
cold, steel-eyed banker 
writer, and that other man who, while 
less able the technique his busi- 
ness, views his business from its market 
possibilities and his customer demands. 
him second nature inquire: 

“What, any, are the limits 
market? How rich market? How 
can work more intensively? How 
many customers should have this year, 
next year, year after next? How much 
average business should each these 
customers with institution? What 
have sell them that competitor 
cannot quite match? And more impor- 
tant—would buy these services offer 
were average prospect? How 
shall selling developed into one 
continuous, effective effort yield the 
greatest results?” 

Each banker his own market has 
these problems. Perhaps may visualize 
the problem and the opportunity 
way pointing out that can add 
$50 each the 53,000,000 accounts 
this country, shall have $2,500,000,- 
000 through our present customers. 
And can add 2,500,000 deposit- 
ors annually, did the past fiscal 
year, each with $50 account 
twelve-month period, shall have an- 
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other $1,000,000,000. There would thus 
added $3,500,000,000 savings de- 
partments, without including 
tirely feasible reach this figure. 
ualize objectives more clearly and hope- 
fully. Belief the savings business 
may have been shaken the daily news 
5,000,000 and 6,000,000 share days 
billions dollars installment paper, 
$95,000,000,000 insurance underwrit- 
ings, $600,000,000 radios one year, 
motor car 20,000,000 cars, 
and countless other avenues which the 
money the American people being 
placed. But let not lose our faith 
the common sense the American peo- 
ple. Let recognize that even what 
appears their extravagances, there 
element thrift, equipment for 
swifter and greater accomplishment. 
And let remember that savings ac- 
count will always style, for there 
nothing liquid cash the bank. 
must provide our customers with 
appreciation the value ready cash, 
absolutely liquid, without lien claim 
—the first line defense any crisis, 
whether opportunity difficulty. 


Hidden Romance 


VERY savings bank 

along the general appreciation 
the value savings account ex- 
pressing the positive thrift idea its 
advertising, its literature and its per- 
sonal conferences. Through poor sales- 
manship have placed ourselves too 
often the defensive using per 
cent interest our only talking point. 
The chief benefits savings account, 
life insurance policy, are very 
real, although not immediately tangible. 
For this very reason they require 
abler salesmanship demonstrate their 
full worth. 

whether certain savings bankers them- 
selves really believed per cent sav- 
ings account. Let remember that 
depositor receives many other benefits 
besides the normal interest. Like West 
Point course, receives impetus 
regularity and the development the 
habit thrift. receives the immedi- 
ate and convenient service deposit, 
payment and accounting. And has 
money available with which can buy 
commodities and investments those 
times when the net saving profit 
him greatest. poor saver, 
indeed, whose money accumulated and 
utilized with the banker’s counsel does 
not actually earn many times per cent. 

The sales possibilities the savings 
department not stop with the man- 
ager, nor with the officer the desk. 
Every teller other employee has his 
contacts and his opportunities make 
friends, win depositors and build pres- 
ent accounts. And then, while the sav- 
ings department may well stand its 
own feet financially, course offers 
first preferred list prospects for 
other services—commercial, investment 
and trust. 

(Continued page 922) 
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Federal Reserve Questions 
Ripe for Popping 


KIPLINGER 


Warning Speculation Has Precipitated Discussion Which Will 
Come Climax Congressional Hearings Which Are Ex- 


pected Clarify Many Points and Injury. 


Ten 


Leading Questions Indicating Direction the Discussion. 


HEN the Federal Reserve 
Board early February is- 
sued statement directed 
the checking use 
reserve funds the stock market, 
started, like the bomb Sarajevo, war 
ideas which will certainly run for the 
next year two. the 
technical merit the Board’s campaign 
and regardless the immediate effec- 
tiveness reducing the volume credit 
used the securities market, the Board 
performed the useful job blowing open 
multitude public questions concern- 
ing the Federal Reserve System’s proper 
functions, its limitations, its future 
course development and the points 
which the basic law may need strength- 
ening further modification. 

The truth that the upper realms 
niceties credit theory and policy, 
general agreement exists what the 
functions the Federal Reserve System 
are, what they should be. Some lead- 
ers the System think they know, but 
they are challenged other public au- 
thorities who have different conceptions 
the System’s proper place the fi- 
nancial and economic mechanism the 
country. Furthermore, even there were 
agreement what the System should 
attempt, there still are lacking certain 
conclusive demonstrations what 
able accomplish, what actual powers 


“Popular” Subject 


inevitable that these questions 
exist the present stage the de- 
velopment the System, and whole- 
some that they come out into the open 
discussed and wrangled over. For 
least two years, questions concerning 
the Federal Reserve System have been 
simmering over the fire public opinion, 
and now they are beginning boil. 
Widespread speculation stocks has 
created millions new personal focal 
points interest the operations and 
results credit policies, and since the 
Reserve Board directed its attack the 
stock market wing the credit front, 
becomes thereby the cynosure mil- 
lions eyes which few years ago 
would have been indifferent such con- 
troversies. 

The subject credit has become truly 
“popular.” who deplore public 


agitation over the delicate relationships 
the credit field, who regard credit 
operations the sacred province 
bankers alone, who fear the airing 
credit policies legislative halls, must 
get over their wornout ideas. New times 
are upon 

Whether the Federal Reserve System 
the offensive the defensive, 
whether will victor vanquished, 
are questions which need not an- 
swered this discussion. The important 
thing that the warfare ideas has 
started, set off largely the Reserve 
Board’s recent “warning.” The long- 
range result can nothing but construc- 
tive and beneficial the country 
whole. that the System 
actually has power curtail stock spec- 
ulation through the credit supply, 
shall thereby clear serious public 
doubts the subject, and shed light 
the question whether the power 
proper excessive. find that the 
System relatively powerless under cer- 
tain circumstances such now prevail, 
then this will useful addition our 
stock knowledge, and another kind 
light will focused the question 
whether the System’s power should 
strengthened legislation. The point 
that darkness will measurably dis- 
pelled. 


Will Afford Opportunity for 
Explanation 


the war ideas fought, 
but the Congress the United States 
one place which needs observed 
closely. More particularly, the House 
Committee Banking and Currency will 
become the principal public forum where 
testimony can presented formula- 
ted fashion, pro and con every conceiv- 
able aspect credit. Hearings before 
this committee may called “inves- 
tigation,” and the Reserve System may 
represented under indictment and 
trial. This will hurt nothing except 
the feelings few reserve authorities, 
and the probability that will not 
even hurt them. They will have oppor- 
tunity for explanations and discussions 
which they are now barred from giving, 
because the very weightiness their 
casual utterances when these fall upon 
the sensitive securities market. 
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Hearings before the House Banking 
and Currency Committee will con- 
tinuance the instructive hearings held 
over the Strong stable money last 
year. The money stabilization bill was 
merely the excuse, the real results were 
the airing views the banking 
and credit situation large. The vol- 
umes testimony those hearings have 
become text books for students credit 
and banking, like the protracted hear- 
ings incident enactment the origi- 
nal Federal Reserve Law. later years 
they may assume importance compar- 
able that the Pujo Monetary Com- 
mission 1912, which investigated the 
so-called trust” and paved the 
way for subsequent Federal Reserve 
legislation. The forthcoming hearings 
assume special importance because they 
will come the time when the Reserve 
System being questioned, when 
about due for its first general construc- 
tive overhauling. They will prove the 
surest safeguard 
hasty radical legislation. The hear- 
ings will conducted under the direc- 
tion Louis McFadden, Chairman 
the House Committee Banking and 
Currency. 

The precise time and circumstances 
under which these hearings will held 
have not been decided. They may come 
the forthcoming special session 
Congress, and they may put off until 
the regular session starting next De- 
cember, all depending the parliamen- 
tary situation the special session. 


Questions Answered 


EGARDLESS the time, however, 

not too early now indicate 

rather general way some the ques- 

tions which will arise and suggest 

the lines discussion response 
them. 

our present Federal Reserve bank- 
ing system, conception and powers, 
adequate the economic and financial 
needs the country? This, course, 
will the big question running like 
thread through all the hearings. 

Should the Reserve System set itself 
the dictator security values? 
This question will arise result 
the Reserve Board’s recent efforts 
guard against the use reserve credit 
the security markets. will 
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claimed that the Reserve System has 
direct concern with security prices, but 
only with the use reserve credit the 
security markets. This only par- 
tial answer. Some authorities will ad- 
mit that although the law empowers the 
System deal with the credit problems 
industry, commerce and agriculture, 
and that these not include surveillance 
security dealings, yet the fields can 
not considered apart from each other. 
Consequently the Reserve System under 
present law has implied power su- 
pervise the use credit security mar- 
kets. The line between the use credit 
and the price stocks becomes bit 
hazy. Consequently, this question will 
arise: 

Does the Reserve System have too 
much power? overnight can issue 
statement adopt policy directed 
the stock market and cause thereby 
either bull bear market, does 
not possess power which dangerous 
our system democratic control 
credit? this too much authority 
place the hands government Fed- 
eral Reserve Board, which, the na- 
ture its appointive composition, 
essentially political body, even though 
its record administration has 
been free political influence and mo- 
tives. perhaps— 

Does the System have too little power 
control its credit? credit such 
fluid thing that control can exercised 
only over the total amount outstanding? 
And this the case, then when the 
System deems wise tighten credit, 
there way squeezing one field 
enterprise without squeezing another, 
making money dear the stock market 
without being dear commerce, industry 
and agriculture: 


Governor Young’s Speech 
Forerunner 


OVERNOR YOUNG, the Federal 

Reserve Board, addressing the 
American Bankers Association Phila- 
delphia last October, said: 


“Since the Federal Reserve Banks furnish 
the basis of credit growth in any field, 
whether it be commerce, industry, agricul- 
ture or the trading in securities, the Reserve 
System feels concern about excessive growth 
in any line of credit. It is impossible for a 
reserve bank to earmark the credit it re- 
leases, but when too rapid growth in any 
line of credit threatens to upset the finan- 
cial structure of the country and make 
undue demands on the reserve funds, which 
should be conserved for the _ legitimate 
growth of the country’s business, the Re- 
serve System can properly use its influence 
against these undesirable developments. 
Within the limits of its powers, the re- 
sponsibility of the Federal Reserve System 
for the credit structure 


Here, this speech Governor 
Young, was the forerunner the “warn- 
ing” early February, but received 
scant notice from the securities market. 
was step forward Reserve Board 
philosophy its functions, for thereto- 
fore the thought had been that the Sys- 
tem had direct concern with stock 
speculation. demonstrates that the 
Board’s conception its job growing. 

What the System’s actual power, 
distinguished from its legal authority? 
This question fact, but the facts 
are not easily ascertainable yet. The 


System’s principal instruments 
triction are, course, the rediscount 
rate, open market operations and pub- 
licity psychology. The last most in- 
teresting just now, because have had 
demonstration its temporary effec- 
tiveness. statements, persuasion and 
talk, the Reserve System reduced brok- 
ers’ loans some extent, though not 
much the authorities had hoped. But 
talk the long run will prove power- 
less without the potentiality pressure 
from the rediscount rate open market 
operations some equivalent. There 
will plenty testimony the forth- 
coming hearings the effect that under 
such conditions have prevailed re- 
cent months, the Federal Reserve’s ac- 
tual power much more limited than 
has generally been assumed. Its influ- 
ence exerted within narrow margins. 


What the Danger? 


HAT, after all, the danger high 

brokers’ loans? the one 
question perhaps more fruitful contro- 
versy than any other. There are those 
who will say that $5,500,000,000 brok- 
ers’ loans are obviously menace the 
sound business fabric the country, 
that excess billions the stock market 
mean the deprivation that amount 
commerce, industry and agriculture. 

Yet how know these things? 
Who has demonstrated the source and 
the ultimate use credit represented 
brokers’ loans? What happens the 
funds? Brokers not consume any 
large proportion them. Brokers 
not keep large balances. Through some 
channel, perhaps, the funds get back into 
trade industry. 

The truth that know very little 
about brokers’ loans, except for the 
rough classifications them gen- 
eral York banks, out-of- 
town banks and that vague class known 
“others.” Who are the 
not know with any certainty. Some 
statistical agency, preferably that 
the Federal Reserve Board, certainly 
should make study this subject be- 
fore there any more loose and dog- 
matic talk the nature and substance 
and effect brokers’ loans. 

And are the stock market loans 
corporations and “others” menace? 
There are those who say they are danger- 
ous, because they are subject with- 
drawal short notice meet commer- 
cial demands, and that under such 
circumstances, banks would left with 
the heavy burden filling the gap 
the money market. Yet there are others 
who maintain that this fear mere 
bogey. They say these loans not 
represent diversion credit from “busi- 
ness” “speculation,” because 
funds,—business the form corpora- 
tions and investment trusts. Further- 


more, much the loan funds come from 
foreign banking interests, and the 
money market became tight account 
withdrawal loans some the 
“others,” then maintained some 
that rates would rise enough attract 
ample funds from abroad. 
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Consider Inventory Inflation 


brokers’ loans more dangerous 
than inventory inflation? 
porations have excess funds, better 
for them lend the securities 
ket than hold the funds their own 
accounts their own banks? they 
followed the latter course, would they 
not tempted speculate inven- 
tories, was done the optimistic yet 
disastrous days 1919? 

not better for employe the 
XYZ Co. run the risk losing his 
savings the stock market than lose 
his job because the XYZ Co. goes broke 
result its speculating com- 
modity inventories? 

What about our gold? couple 
years ago were worried because 
had too much gold. Now, with less gold, 
there disposition worry because 
have built larger volume credit 
upon it. This assumed some 
show prima facie case credit infla- 
tion. Perhaps does, perhaps not. Why 
should not adopt banking devices 
which would enable all our 
business even less gold, and share 
our large supply with the rest the 
world? Perhaps are faced with new 
conditions which require modification 
the old ideas about gold. 

What the foreign influence Fed- 
eral Reserve policy? Some say inter- 
national considerations should have 
influence. Surely they are the unen- 
lightened. Some elements Congress 
insist having the substance con- 
versations between foreign central bank- 
ers and our own Federal Reserve offi- 
cials published the world. this 
there danger, for European methods 
not provide for the white light 
publicity, and exchanges thought 
among the central bankers the world 
will less free Congress insists 
prying loose from our officials full 
statement these conversations. 

These questions and comments are 
presented rangey and sketchy fashion, 
merely suggest few the problems 
which may probably discussed 
some public forum such congres- 
sional committee. The country’s sum 
total knowledge about recent credit 
conditions none too adequate. 
ample basis for suspecting that our 
knowledge lags far behind our problems, 
and that many our theories credit 
conduct are still academic. There ex- 
cuse for this, true, for the growth 
wealth and credit has been rapid 
that have not had time gather the 
true facts concerning it. But there will 
ignorant, are dogmatic about 
principles and policies which should have 
the application the open mind. 

There something about every line 
business which makes those engaged 
reluctant examine into its press- 
ing problems until forced some public 
agitation. Hearings before congres- 
sional committee will provide the stimu- 
lation for series beneficial credit 
studies. 
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Legality National Bank 


Call Loans 


THOMAS PATON 


General Counsel, American Bankers Association 


Precedent Established Two Important Decisions Cases 
Where Lender and Borrower Were Different States Seems 
Indicate that the Provision the National Bank Act Restrict- 
ing Rate Interest Does Not Have Extra-Territorial Effect. 


question has arisen and 

deemed importance whether 

national bank located 

state other than New York, can 
safely make loans through bank agent 
New York, secured stock exchange 
collateral, rate interest lawful 
New York but greater than that 
allowed the law the state where 
the bank located whether the bank 
might subject the penalty for 
usury, prescribed the National Bank 
Act, twice the amount interest 
paid, recoverable action debt 
the borrower his legal 
tives? 

Section 5197 Revised Statutes 
permits national bank charge “in- 
terest the rate allowed the laws 
the state, territory district, where 
the bank located and more” ex- 
cept (1) where any state different 
rate limited for banks issue organ- 
ized under state law, the rate limited 
allowed for national banks such 
state and (2) when rate fixed 
the laws the state, national bank 
may charge rate not exceeding seven 
percentum.” Section 5198 provides the 
penalty for taking 
namely, forfeiture the entire interest 
where the loan has not been paid and 
where has been paid, liability for 
twice the amount interest paid. 


Important the Event 
Bankruptcy 


VEN should held that the limita- 

tion the rate “no more” than 
allowed the state law the bank’s 
location applied 
loans, highly improbable that 
borrower the stock exchange would 
himself bring action recover the 
penalty and the question would seem 
importance, chiefly, the event 
bankruptcy insolvency borrower 
where his receiver assignee might 
deem incumbent bring, such suit. 
Down the present time, there 
record any suit against national 
bank recover the penalty for making 
loan another state lawful where 
made but excess the rate allowed 
the law the state where the bank 
located and the absence judicial 
decision the question whether such 


loan legal would usurious must 
depend upon proper interpretation 
the national law; however, view 
the growth loans national banks 
other states and especially view 
the large amount call loans made 
outside national banks upon the New 
York stock exchange, the question 
not academic but one for serious consi- 
deration. 

The policy underlying the provision 
limiting the rate interest national 
bank may charge that allowed the 
law its own state, stated the 
Supreme Court the United States 
early case (Tiffany National Bank, 
Wall. 409) was give national banks 
equal advantages with competitor state 
banks empowering them 
interest the same rates, whatever 
those rates might be, which were allow- 
similar state institutions. This 
was deemed indispensable 
them against possible unfriendly state 
legislation. 


Does Apply National? 


NDER 379 the Business 

Law New York the case 
advances money repayable demand 
amount not less than $5,000 upon 
prescribed collateral, made lawful 
receive compensation for such ad- 
vances “any sum agreed upon 
writing the parties such trans- 
action.” Similar provisions applicable 
state banks and trust companies 
are contained Sections 115 and 201 
respectively the New York Banking 
Law. 

general principle that when 
contract usurious the law the 
place where made but the rate 
interest not higher than lawful 
where the loan paid, the parties 
will presumed have contracted with 
reference the latter place and the loan 
will not usurious the absence 
showing bad faith that the trans- 
action was device evade the usury 
law the state the lender. While 
this principle applies lenders general- 
ly, the question is, does apply 
national bank where the Federal law 
expressly provides that may charge 
interest the rate allowed the law 
the state where the bank located 
and “no more?” 
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when 
Section 5197 was enacted, the bulk 
bank’s loans were borrowers the 
same state and this what Congress 


undoubtedly true that 


then intended regulate. But since 
then the loan operations national 
banks have become largely interstate 
scope. Can not then fairly argued 
that Congress the enactment Sec- 
tion 5197 intended simply regulate 
the subject before namely, loans 
national bank the state its location 
and that loans outside the state would 
not come within the restriction and 
would not usurious, lawful the 
state where the loan was made? While, 
already said, the specific point has 
never been decided with reference 
national bank and have heretofore 
entertained the opinion that the specific 
provision limiting the rate that 
allowed the state the bank’s loca- 
tion and “no more” would make higher 
rate charged elsewhere usurious, are 
now inclined reach the conclusion that 
loan national bank made an- 
other state, rate allowed the 
state where the loan made but 
excess the rate allowed the state 
the bank’s location, lawful and not 
usurious. are fortified this opin- 
ion two early decisions the case 
extra-territorial loans the old 
United States Bank Pennsylvania. 
The charter granted the state 
Pennsylvania prohibited the bank from 
taking more than the rate per 
cent per annum interest its loans. Not- 
withstanding this, was held the 
Supreme Court Alabama 1845 
Pennsylvania, Ala. 386) that where 
the bank entered into contract loan 
state where the law allowed 
greater rate interest, the contract 
would not vitiated the bank re- 
ceived the rate interest allowed 
law the state where the contract was 
made. Similarly 1854 the Supreme 
Court Mississippi (Knox Bank 
the United States, Cush. 655; Cush. 
65) held that this prohibition was con- 
fined the State Pennsylvania and 
that regard contracts made 
other states, the laws there force 
would govern. 

addition these early cases up- 
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The Backward Flow 


wave commercial 
optimism that which 
sweeping across the nation? 

reflected the great output 
automobiles; the activities 
stock markets; the building opera- 
tions running great scale 
this were new country into which 
multitude had poured and there 
were houses for the people; 
the mergers and consoli- 
dations; the thousands 
miles new high- 
constructed each 
year; the prompti- 
tude with 
which capital 
invests, the 
abandon with 
which the 
earnerspends! 

But there 

ward flow 
every great 
movement. 
are moments when 
men are pessimistic over 
their individual welfare. 
They reason that the tendency 
business into mammoth units 
will mean isolation for the man who 
has lived and worked and prospered 
small way. 

But wonder the wave big 
business not carrying along its 
crest many man who left him- 
self would doing more worrying 
one-man two-man business! 

This high tide business devel- 
opment has floated many man 
success who his own efforts never 


there ever before such 


could have arrived indepen- 
dent business man. 

Furthermore, there 
particularly new nor uncanny about 
the tremendous changes that are oc- 
curring all business for what 
happening today but counter- 
part what happened when ma- 
chinery took the textile industry out 
the cottages and placed 
larger units one plant. 

Great corporations must 

have men; and great corpora- 

tions can and re- 

ward ability the 

small 

chant never could 

reward himself, 

however gen- 

erous 
might be. 

ness and civ- 
ilization, the 
arts and the 
industries all 
climbing 
new high 

level this should the 
period unparalleled 
opportunity for all men, big and little. 


OREOVER, the 
verse changes day day. 
There new formation, new 
alignment every dawn. 
row’s circumstances must open wide 
some individual’s grand opportunity. 
“Everything the world has its 
decisive moment; the crowning 
achievement good conduct 
life know and pick out that mo- 
ment!” 


Opportunity Revolving Door—always closed those who merely stand 
before it—always open whoever will push! 


JAMES CLARK 
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Controlled Mississippi 


ESPEY ALBIG 


Secretary, Commerce and Marine Commission, American Bankers Association 


Great River’s Floods Flow Under Man-Made Control. After 
Centuries Inadequate Efforts Prevent Disasters Complete 
Protection will Given Four Great Basins the Valley Country 
Emergency Flood Ways and Reserve Levees and Spillways. 


Mississippi River has last 
received the consideration de- 
serves. For 200 years more, 
mere man has attempted pit 
his puny strength against it. has 
walled off its playgrounds and sought 
put straight jacket. But his 
embankments have grown higher, the 
Mississippi has simply risen new 
heights, overflowed the dikes, sought 
again its playgrounds, disported itself 
for season, and 
then retired its 
quiet channel. 
Man, the 
Pharoahs Moses’ 
time, failed heed 
the initial warn- 
ings and finally 
and, let 
the last plague. 

Ages ago, what 
now the allu- 
vial valley the 
Mississippi, ex- 
tending from Cape 
Girardeau, Mo., 
the Head Pass- 
es, 600 miles 
the crow flies 
1100 miles the 
river flows, with 
width about 
fifty miles and 
covering area 
about 30,000 
square miles, was lake part the 
Gulf Mexico. The silt carried the 
Mississippi River and 
gradually built the valley. soon 
this was accomplished looked 
with envious eyes this fertile plain, 
and shortly began take away from 
the Mississippi its playground and 
hem the river with dirt walls. 

The area drained the Mississippi 
River and its tributaries unbelievably 
large. embraces 1,240,000 square 
miles, district sufficiently large in- 
clude France, Germany, Italy, Poland, 
Czechoslovakia, Spain, Greece, Japan 
and Korea. From the Nile valley the 
North Sea Rome was the ruler the 
world, yet this air line distance was not 
great between New Orleans and 
Helena, Mont. Alexander the Great 
had marched his invincible phalanx from 
one end the other his conquered 
world would not have gone far 
from Pittsburgh, Pa., Santa Fe, all 


the watershed. 
Thirty-one states the forty and two 
Provinces the Dominion Canada 
contribute their rain fall the 
Mississippi. 


Completely Isolated 
the safeguarding the lower 


reaches the Mississippi Valley 
problem much too great for the states 


typical levee flood time 


through which the river travels. The 
growing menace the wild waters 
the Mississippi caused the Mississippi 
River Commission organized 
1879. It, reason legislative enact- 
ment, concerned itself with navigation 
and not with protection property 
along the river. 

Although when man encroached the 
playgrounds the Mississippi, was 
trespasser, can charged only 
lightly with the offense, for the United 
States concerned itself early date 
with that river and made the Louisiana 
Purchase order that the Mississippi 
River might secured throughout its 
length. Its dramatic acquisition fur- 
nished the lure which attracted many 
people the valley. 

the time the Revolutionary War 
had closed, Americans great numbers 
had pushed across the eastern moun- 
tains and had settled Kentucky, Ten- 
nessee and the Northwest territory. 
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They were completely isolated from the 
seaports the east mountains. Their 
products, carried all manner boats, 
were found the Monongahela, Kana- 
waha, Ohio, Cumberland and Tennessee 
their way the Mississippi and the 
Gulf; then the West Indies and 
some cases the eastern ports the 
United States. Three-eighths the 
commerce the United States 1800 
passed the mouth the Mis- 
sissippi the Gulf 
Mexico. 

the 
United States se- 
cured the “right 
deposit” New 
from 
Spain. 
this right, and the 
became clamorous 
for relief. 

son, then Presi- 
dent the United 
States, bought not 
only New Orleans 
but also all the 
Louisiana terri- 
tory, consummat- 
ing the most im- 
portant event 
our history during 
the first half 
the Nineteenth 
Century and binding fealty the 
Union the western settlers, which made 
impossible the success Aaron Burr’s 
scheme the Southwest. 

When 1717 Tour, the French 
engineer, laid out the city New Or- 
leans, directed levee raised 
prevent the river from overflowing 
the city. that time not more than 
1,000,000 cubic feet per second water 
had ever passed the site New Orleans 
the river. The balance the river 
found its way into the flood plains. 
the East covered the Yazoo Basin until 
forced back into the main channel the 
heights where Vicksburg now stands. 
Spreading out farther South, found 
its way Lake Ponchatrain. the 
West covered the St. Francis and the 
Tensas and Boeuf Basins and drained 
the Gulf through the Atchafalaya 
River. 

was comparatively easy for the 
farmers touch ends with their 


Ewing Galloway, N. Y. 
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slight levees. The land was fertile and 
the settlement the Lower Mississippi 
Valley under the French was rapid. 
Indigo, not yet imperiled the later 
synthetic product, was profitable crop. 
Sugar cane added the prosperity. The 
climate was delightful and slave labor 
was cheap. 

After the fateful field Waterloo, 
General Simon Bernard, who was Na- 
poleon’s chief engineers, with the 


established originally standard grade 
for levee building. This grade was 
changed from time time each flood 
showed the inadequacy the grade. 
Since the Commission was concerned 
only with navigation, and the settlers 
with securing the largest acreage fer- 
tile land, the levees were built close 
practicable the river. When 
1917 aid was extended Congress 
the levee districts and appropriations 


Ewing Galloway, N. Y. 


Mooring one the great mats 


rank lieutenant general, came 
America 1816 the guest Joseph 
Bonaparte. Eventually became head 
the Army Engineers this country 
and 1822 issued the first report 
the floods the Mississippi. Under the 
direction Napoleon had constructed 
the dikes the Italy. recom- 
mended levees for the Mississippi. Later 
returned France, become Minis- 
ter War under Louis Philippe. 

From such haphazard beginning, 
grew the mighty levee system which re- 
gardless the possible 3,500,000 second 
feet water which might eventually 
poured down this river, closed off one 
after another the great flood basins 
until with few exceptions the flood 
waters were confined from Cape 
Girardeau the Head Passes 
within two lines walls which places 
could not carry half that amount. 


Congress Extended Aid 


landowners along the lower 

Mississippi were concerned with the 
protection private property; the 
United States government with the 
“deepening improving the channel” 
the river. 

Levee building was local and private 
matter until the task protecting pri- 
vate property became too great for the 
individual cope with singly. Then 
and his neighbors organized levee dis- 
tricts. 

With the increasing frequency 
floods, the Flood Control Committee 
the House Representatives was 
created 1916, more than genera- 
tion after the government created the 
Mississippi River Commission. the 
following year Congress passed Act 
for controlling the floods the Missis- 
sippi River. 

The Mississippi 


River Commission 


authorized which contemplated com- 
pleted river project, many the levee 
districts, order participate the 
fullest with the United States govern- 
ment, sought legislative 
sanction issue bonds beyond the con- 
templated amount. some cases the 
levee boards, impatient the time nec- 
essary the part the Commission 
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$200,000,000, besides bringing such ruin 
the levee districts that many them 
were unable repair rebuild their 
breached levees. This greatest peace- 
time disaster created overwhelming 
demand the part people generally 
that repetition should made 
impossible. 

After much discussion, the Mississippi 
Flood Control Act, which designed 
make forever impossible repetition 
the horror 1927 was passed Con- 
gress and signed President Coolidge 
May 15, 1928. For the first time 
200 years frankly recognized that 
the flood waters the Mississippi River 
are too great kept within the limits 
which have been built man. 

The main features the adopted 
project are simple and easy under- 
standing. the main river, grief 
usually found near Cairo, which 
place the Ohio River, with volume 
water unbelievably great, merges with 
the Mississippi, combining flow which 
may attain volume 2,250,000 second 
feet. The town Cairo has popula- 
tion about 15,000 with levee eleva- 
tion sixty the gage. Parts the city 
are twenty feet below this elevation. 
The danger this point comes rea- 
son the narrowness the river chan- 
nel which prevents the water from flow- 
ing away with sufficient rapidity. The 
boiling waters the Mississippi and 
Ohio simply pile up. 

Under the adopted plan new levee 
built higher than the pres- 
ent one and five miles west, from Bird’s 
Point, which across the Mississippi 


Ewing Galloway, N. Y. 


Shore line the Mississippi Natchez 


provide for the compensation for two- 
thirds the work, hastened the comple- 
tion the project themselves, paying 
high per cent the cost, instead 
331-3 per cent. 


Boiling Waters Pile 


vain were the hopes! The flood 
1927 caused the death about 
200 people, rendered over 700,000 tem- 
porarily homeless and resulted direct 
property damage estimated over 


River from Cairo, near New Madrid, 
seventy miles water below Cairo, thus 
about doubling the width the river 
here for superflood use. ordinarily 
flood should bring this pent-up area 
stage sixty-five feet the levees 
would over-topped, Cairo would de- 
stroyed, and the surrounding country 
inundated. The escape from flood 
which overflows the Cairo levees would 
almost impossible. 

Under the new plan soon the 

(Continued page 911) 
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The Silent Man and the Money 


Market 


HENRY SARGENT 


Glimpses Into the Unwritten History the Federal Reserve. 
Insight Into the International Relations Reserve System 
Made Possible Account Meeting Central Bank Heads. 
Light Cast Visits Governor Norman Bank England. 


SLIM, dark man with deep-set 

eyes has been coming the 

United States from England 

almost every year for nearly 
decade. visits with the Federal Re- 
serve Bank New York and with the 
Federal Reserve Board Washington. 
comes and goes and sometimes things 
happen—just happen—in the money 
market. 

Montagu Norman, Governor 
the Bank England. England 
known “the man mystery.” 
visits this country has always 
worn his mantle mystery. says 
little, practically nothing, for publica- 
tion. Federal officials also 
become mysterious when Mr. Norman 
this country. They never know 
why here. Shoulders are shrugged, 
guesses are hazarded—courtesy calls, 
vacation, all that sort thing. Always 
there speculation financial circles 
when Mr. Norman making one his 
periodical visits. Many stories, quite 
conflicting, what discussing with 
the Federal Reserve authorities, are 
printed the newspapers. makes 
good financial copy. One man’s guess 
gone long before there are any develop- 
ments which might connected with 
his visit. People forget. 


Came With Others 


February there was series 


coincidences. Mr. Norman came 
visiting. The Bank England advanced 
its rate. The Federal Reserve Board 
concerned itself publicly, almost dra- 
matically the uses which member 
banks the system were putting re- 
serve credit. 

Mr. Norman’s visit coincided 
closely with the action the Federal 
Reserve Board issuing special 
statement expressing its disapproval 
any extension reserve credit for the 
purpose financing stock exchange 
transactions that was remembered 
that had been here before. was 
recalled particularly that came 
the Summer 1927, accompanied 
the heads the two other great central 
banks Europe—France and Germany 
—and that soon afterwards the Federal 


ELATIONS between 

the Federal Reserve 
System and foreign central 
banks are shrouded 
much mystery. Repeated 
visits this country 
the Governor the Bank 
England have been the 
basis rumors inter- 
national understandings. 
Little has come from the 
system clarify the misti- 
ness. What presented 
here probably the most 
authoritative account yet 
given the extent the 
cooperation between 
American and foreign cen- 
tral banking systems and 
methods which working 
arrangements are affected. 


— 
INARA 


Reserve System displayed considerable 
activity. Only the Summer 1927 
the activities the Reserve System 
were followed condition extreme- 
easy money, for time. 


Sat Tight, Said Nothing 


past and struck with the coincidences 
February, several members Con- 
gress were made wonder. They were 
curious what understandings there 
might be, any, between the Federal 
Reserve System and foreign central 
banks. They 
calling upon the Federal Reserve Board 
enlighten them. But the resolutions 
did not pass the Reserve Board sat 
tight and said nothing. 

However, members Congress are 
somewhat like the editors newspapers 
whom has been said, disgruntled 
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reporters, that they not read their 
own publications. Practically all the 
information they could expect obtain 
the question the relations between 
the Federal Reserve System and foreign 
central banks has been carefully collect- 
and printed the Committee 
Banking and Currency the House, 
which Mr. Louis McFadden, Penn- 
sylvania, chairman. 

Last spring the Committee was hold- 
ing hearings the Strong bill pro- 
vide for the stabilization commodity 
prices through the operation Federal 
Reserve machinery. committee hear- 
ings will, the quest for information 
ranged over wide field. They took 
current credit policies and international 
relations. 


History 


Federal Reserve Board, bore the 
brunt the Committee’s questioning. 
told the story the meeting the 
foreign central banks heads this coun- 
try now nearly three years ago. 
the only authoritative recital the in- 
ternational relations the Federal Re- 
serve System that has yet come light. 
financial history. ‘Here is, excerpt 
from the hearings the Banking and 
Currency committee held May 1928: 
THE CHAIRMAN: Where did the sug- 
gestion come from that caused this de- 
cision the change rates last sum- 
mer? 

Dr. MILLER: Well, you will recall that 
last summer the three largest central 
banks Europe had sent representa- 
tives over this country. 
member, there was the Governor the 
Bank England, Mr. Montagu Nor- 
man; the President the German 
Reichsbank, Mr. Hjalmer Schacht, and 
Prof. Rist, deputy governor the Bank 
France. 

think these gentlemen were con- 
ference with officials the Federal Re- 
serve Bank New York, some 
them, any rate, and possibly with 
the directors. not advised 
these details, that may well that 
what stating, the basis mere 
impression hearsay, not very ac- 
curate. 
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After, should say, period week 
two, they appeared Washington 
for the better part day. They 
came down, think, the evening one 
day and were the guests the Gov- 
ernor the Federal Reserve Board 
luncheon the following day, and they 
left that afternoon for New York. 


Social Affair 


CHAIRMAN: Were the mem- 
bers the Board present this 
luncheon? 

Dr. MILLER: Oh, yes; was given 
the Governor the Board for the pur- 
pose bringing all together. 

THE CHAIRMAN: Was social af- 
fair, were matters importance dis- 

Dr. MILLER: would say was main- 
social affair. Personally, had had 
long conversation with Dr. Schacht 
alone before the luncheon, and also one 
considerable length with Prof. Rist. 
After the luncheon began conversa- 
tion with Mr. Norman, which was joined 
the other foreign representatives 
and, remember Governor Strong 
and perhaps one two officers the 
Federal Reserve Bank New York. 

THE CHAIRMAN: Was 
meeting the Board? Were minutes 
taken? 

Dr. MILLER: No. 

THE CHAIRMAN: was just in- 
formal discussion the matters that 
they had been discussing New York? 

Dr. MILLER: Well, assume so. 

THE CHAIRMAN: definite statement 
was made that, however? 

Dr. MILLER: No. assumed that the 
purpose the visit here was largely 
the nature courtesy visit. 

THE CHAIRMAN: Was there repre- 
sentative the Federal Reserve Bank 
New York present the luncheon? 


Wanted Easy Money 


MILLER: Oh, yes; two repre- 
sentative the New York bank, 
remember. was quite large 
party, including Assistant Secretaries 
the Treasury and State Department and 
number other persons official life 
here. was mainly social occasion. 
remember, was the only member 
the Federal Reserve Board asked 
say anything, and what said was 
the nature generalities. The heads 
these banks also spoke terms 
generalities. conference the meet- 
ing did not mean very much, and was 
left with feeling after the luncheon 
adjourned that was—well, not very 
satisfactory. 
Mr. KING: 
tory? 

Dr. MILLER: mean that these gen- 
tlemen had been here and 
nothing particular, and nothing 
particular had been said them. 

Mr. What did they want? 

Dr. MILLER: Well, Congressman, that 
sometimes very difficult thing 
find out. wanted find out, and, 
already stated, had talked with two 
these gentlemen separately office. 
They were very candid answers 


Was the menu satisfac- 


questions. wanted have talk 
with Mr. Norman, and, say, 
both stayed behind after luncheon and 
were then joined the other foreign 
representatives and two three the 
officials the New York bank. But 
was the only member the Federal 
Reserve Board. The conclusion that 
drew—not that this was said, but 
was conclusion drew—was that these 
gentlemen were all pretty 
cerned for one reason another with 
the way which the gold standard was 
then working. That was not said 
anybody, but that was reading 
the mind each one these gentle- 
men. They were, therefore, desirous 
seeing easy money market New 
York and low rates, which would deter 
gold from moving from Europe this 
country, and possibly stimulate trans- 
fer balances from New York Lon- 
don, and, possibly, even lead out- 
ward movement gold. That would 
very much the interest the inter- 
national money market which then exist- 
ed. 


Understanding 


events indicate you that there 
gentlemen representing the German 
Reischbank, the Bank France, and 
the Bank England, with the New 
York Federal Reserve Bank that 
meeting? 

Dr. MILLER: understanding among 
these men themselves? You mean among 
the foreign representatives? 

THE CHAIRMAN: was there deci- 
sion arrived the part the Fed- 
eral Reserve Bank New York 
bring about such situation? 

Dr. MILLER: can not testify that 

Mr. The chairman’s question 
is: subsequent events indicate 
your mind that there was some under- 
standing arrived between the repre- 
sentatives these foreign banks and 
the Federal Reserve Board the New 
York Federal Reserve Bank. 

Dr. MILLER: Well, should say 
answer that question, yes; especially 
between these gentlemen and the 
New York Federal Reserve Bank. 

Mr. BEEDY: You say that such ar- 
rangement was not reported the Fed- 
eral Reserve Board formally? 

Dr. MILLER: No. would say was 
not part the conversations held 
the time they were Washington the 
guests the Governor the Federal 
Reserve Board. 

Mr. Was subsequently re- 
ported the Federal Reserve Bank 
New York the Board? 

Dr. testifying here now 
some disadvantage, because left 
Washington about week after the 
meeting there, but let say paren- 
thetically, Mr. Beedy, with respect 
your question, because these things are 
all 

BEEDY You started 
give some information. You said: 
“Later on—” 


Prepared the Ground 


MILLER: Later there came 

policy committee, investment policy 
committee, the Federal Reserve Sys- 
tem, which and which certain 
ommendations were made. remem- 
ber them—although have not copy 
the report—in substance the com- 
mittee recommended that there made 
purchases securities the open mar- 
ket for system account; brief that 
money put into the market. 
not exactly sure about this, but 
recollection that about $80,000,000 
securities were purchased August 
(1927) consistent with this plan. The 
policy was made operative early 
August, and, remember rightly 
connection with that meeting, there 
was reference the desirability the 
lowering discount rates. Indeed, 
suppose that any rational account 
Federal Reserve policy that time 
would state that was doubtlessly in- 
tended expected the authors the 
program, that the purchasing securi- 
ties should and would prepare the 
ground, speak, for modification 
the Federal Reserve discount rate, 
and, matter course, open- 
market money rates, including the call 
rate. 

THE CHAIRMAN: Might ask there 
was any conference between the open- 
market committee and 
from abroad whom have referred to. 

Dr. MILLER: Certainly not com- 
mittee, far aware. They may 
have met them individuals pos- 
sibly group, but not com- 
mittee; no. 


Informal Discussions 


CHAIRMAN: But apparently 
result the discussion which 
took place, the open-market committee 
responded the suggestion which was 
made either the conference New 
York here somewhere while these 
gentlemen were here connection with 
carrying out their views regards 
open-market transactions and the low- 
ering the discount rate. 

Dr. MILLER: Yes; not know whose 
idea was. may have been idea 
that was simultaneously entertained 
several these men. own belief 
that the directors the New York 
Bank had for some time been looking 
that direction, and may have been 
that was because this that the 
visit not know whether 
the original suggestion was presented 
from the other side; may have been. 
About all that would say, the basis 
impression, that the idea was 
very welcome the other side. was 
distinctly time which there was 
cooperative spirit work, feeling that 
for one reason another, and perhaps 
variety reasons, easing con- 
ditions was desirable. 

* * * * 

THE CHAIRMAN: outlined 
here negotiations very great import- 
ance. 
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ROBABLY the most significant 
feature our Latin-American 
investments the fact that they 
consist predominantly 
ings enterprises owned controlled 
American concerns proprietary 
rather than creditor interests. Few 
the corporate issues the Latin-Amer- 
ican list are for concerns that are not 
owned controlled the United States. 

The reverse true our European 
investments, which consist very largely 
pean corporate issues floated this mar- 
ket per cent more consists bonds 
and even higher percentage was issued 
for corporations which Americans 
have little proprietary interest. 
are entrepreneurs Latin America 
but are mere creditors Europe. 

Our direct investments 
America are, the whole, highly diver- 
sified, one considers the variety en- 
terprises which our capital has been 
placed. And yet find that investments 
mining, sugar and oil constitute 
large proportion the total volume 
American capital, other than govern- 
ment loans, invested Latin America. 


Diversified Investments 


investment sugar largely 
concentrated Cuba, although 
American sugar properties some im- 
portance are found Haiti, the Domini- 
can Republic, Jamaica and some lesser 


significance one two other coun- 


tries. the other hand, our huge in- 
vestment mining, petroleum and plan- 
enterprises diversified geo- 
graphically. 

Copper mining the principal type 
mining enterprise which Americans 
are interested. However, American com- 
panies operate mines whose chief prod- 
uct lead, silver, gold, platinum, man- 
ganese, iron ore, vanadium, tin, nitrate 
soda, bauxite, etc. American capital 
most important the extensive cop- 
per mining industry Chile, Mexico and 
Peru and controls the only developed 
copper property Cuba. American cap- 
ital also controls the principal copper 
and silver properties Mexico and 
Peru; the principal mines Mexico 
which silver lead are the chief prod- 
uct; the only developed silver properties 
Honduras and Salvador (those 
the latter being practically 
the only developed iron ore mines 
Cuba and Chile; the only vanadium prop- 
erty Latin America, namely, Peru. 


Our Stake Latin America 


GROSVENOR JONES 


Chief, Finance and Investment Division, Bureau Foreign and Domestic Commerce 


United States Leading Foreign Investor Latin Republics. 
Great Britain Displaced Chief Lender. 
Invested Wide Variety Enterprises. 
Have Bigger Banking Connections There Than United States. 


More Than Debtor 


and Creditor 


are entrepreneurs 

America 
but are mere creditors 
Europe,” says Mr. Jones 
the second, and final install- 


ment his survey the 
extent American capital 
investments below the Rio 


Grande River. 
portrays this country’s in- 
terest the southern con- 
tinent not mere rela- 
tionship debtor and 
creditor but outright 
participant the various 
financial and de- 
velopments 
America. 


Black Diamond Mines 


platinum mining Colombia, which 
has the only important known depos- 
its outside Russia, American capital 
interested, but difficult state 
whether our holdings Colombian plat- 
inum enterprises constitute majority 
interest. American campany has the 
principal, not the only, gold mine 
operation Ecuador, while other Amer- 
ican companies are interested gold 
properties Nicaragua and Colombia, 
but these gold mining companies are 
relatively unimportant. American-owned 
manganese deposits are found 
Brazil, Costa Rica, Guatemala and Pan- 
ama; only those Brazil have been op- 
erated peace times. 

the great nitrate industry Chile 
and the important tin industry Bolivia 
American capital has had until recent 
years only negligible interest. pres- 
ent, however, our holdings nitrate 
properties Chile are important and 
may become greater, since American 
company controls processes for refining 
nitrate which promise revolutionize 
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American Capital 
But Other Nations 


the methods long Likewise 
American company has acquired im- 
portant interest the largest Bolivian 
tin company, while another has devel- 
oped recent years extensive deposits 
tin its own account. 

From American-owned deposit 
British Guiana comes large part the 
bauxite that used our aluminum 
industry. 

Americans may interested also 
the black diamond mines Brazil but, 
such interest does exist, prob- 
ably not large. 


Capitalists Attracted 


clear, therefore, that, although 

our stake Latin-American mining 
very large, diversified charac- 
ter well country location. 
Since mining highly developed 
the United States, not surprising 
that our engineers and capitalists should 
have been attracted the mineral re- 
sources Latin America. fact, 
wherever mining operations are carried 
the newer areas the world, 
American mining engineers are likely 
found. American engineers were 
prominent the development the en- 
terprises Cecil Rhodes South Africa, 
British companies Australia and 
India, and Belgian companies the 
Congo. 

The development mineral resources 
requires experience, technical skill and 
large amounts capital. This country 
has long been able furnish the requi- 
site skill and experience; now can 
supply also the necessary capital and 
the principal market for the product 
the mines. The low-grade copper depos- 
its Chile, for example, would not have 
been converted into some the world’s 
greatest properties, American engi- 
neers had not found methods utilizing 
our own copper properties 
and American capital had not been 
available very large scale develop 
such properties. Likewise, had not. our 
iron and steel industry been developed 
the present large extent, there would 
have been little demand yet, 
ever, for the iron ore deposits Cuba 
and Chile. 


Vast Sums Spent Oil 


years ago American invest- 
ments Latin-American petroleum 
properties were largely concentrated 
Mexico, which then ranked second only 
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the United States itself volume 
oil production. Our Mexican petroleum 
interests were then and still are quite 
large. Indirectly American capital also 
had relatively important share the 
petroleum industry Peru. Today large 
amounts American capital are invested 
petroleum properties Venezuela, 
whose production now outstrips that 
Mexico, and Colombia, where produc- 
tion promises large. American 
companies have minor interest the 
petroleum industry Argentina and 
large holdings undeveloped petroleum 
lands Bolivia and Ecuador. The east- 
ern section Bolivia said rich 
petroleum, but remote from 
either seaboard make the value 
these deposits problematical. Consider- 
able sums have been spent oil explo- 
ration Costa Rica, Panama, and possi- 
bly several other Caribbean countries, 
but there nothing yet show for 
this large expenditure. 

addition the hundreds millions 
expended developing petroleum pro- 
duction Latin America, large addi- 
tional amount our capital has been 
invested marketing facilities num- 
ber those countries. 

The banana industry the Caribbean 
owes its present great importance 
American enterprise and efficiency. The 
cultivation bananas was purely local 
industry until the units that comprise 
the United Fruit Company developed 
along the lines big business. Today 
the banana industry important 
least five the countries bordering the 
Caribbean and represents investment 
perhaps $200,000,000 American 
capital. 


British Take the Lead 


LTHOUGH Americans were among 
the first interested Latin- 
American railway development, for 
example William Wheelwright Chile 
and Argentina and Henry Meiggs 
Peru, our investments Latin-Ameri- 
can railways has never been large. The 
building our own vast railway system 
had first claim our capital and atten- 
tion. Meanwhile the British had taken 


the lead building railways most 
the countries South and Central 
America—in Argentina, Brazil and Chile 
particular; and British capital still 
the dominant factor most those 
countries. 

Our railway investments there are 
confined the countries facing the 


Caribbean. They are important only 
Cuba, where American-controlled lines 
operate the great bulk the fairly ex- 
tensive mileage that island, and 
Guatemala and Salvador, where 
American company operates the main 
lines. Mexico the Southern Pacific 
Railway has large investment, but its 
lines constitute minor portion the 
total mileage that country. the 
countries which American banana 
companies are situated there con- 
siderable mileage short-line railways 
operated chiefly for their special pur- 
pose. 

manufacturing operations the 
countries South and Central America 
our investments are not large, except 
meat packing. American “frigorificos” 
have been important factors the meat 
packing industry Argentina and Uru- 
guay for perhaps two decades, and they 
promise important time south- 
ern Brazil. this movement Ameri- 
can capital the leading Chicago meat 
packing companies have been the lead- 
ers. Small plants are also found 
Paraguay and Colombia. 


Bananas Under Irrigation, Colombia 
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few Amer- 
ican import 
andexport 
trading con- 
cerns have 
long been ac- 


Ewing N.Y, 
Coffee Shipping Brazil 


tive Latin-American trade. Their in- 
vestment office buildings, warehouses, 
port equipment, stocks hand, 
while important them, does not bulk 
large our total investments. Some 
these companies own textile mills, sugar 
properties, etc., but such investments are 
considered under other categories. 

Neither wholesale nor retail trading 
our investment large compared 
with those the British and Germans. 
The British stand out more prominently 
both classes trading operations 
most the countries Latin America. 

The same true banking Latin 
America. British Canadian banks are 
found nearly all those countries. 
German banks are located least 
eight countries. National City Bank 
New York has branches most 
the countries South America, addi- 
tion branches Cuba, Haiti, the 
Dominican Republic and Panama, and 
about reestablish itself Colombia. 
The First National Bank Boston has 
branches Buenos Aires and Havana, 
while the Chase National Bank has 
branch the latter city. American-con- 
trolled banks are found also 
Guatemala and Salvador. But our 
position Latin-American banking 
not prominent that countries 
whose Latin-American investments and 
trade are far less than ours. 


Utility Holdings Expand 


recent years, despite the tre- 
mendous electrical 
equipment and the remarkable develop- 
ment electric power production and 
telephonic communications the United 
States, had taken comparatively little 
interest Latin-American public utility 
enterprises. Possibly were too ab- 
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Tela, Republic Honduras, one the greatest banana ports the world 


sorbed domestic developments take 
much interest undertakings 
abroad. any event, this field was left 
almost exclusively the British, Ger- 
mans, Italians, French, Swiss and Cana- 
dians, all whom have had large in- 
vestments electric power and tram- 
way lines and, the case the British, 
telephone systems well. 

With the organization 1923 the 
American Foreign Power Co. and its 
acquisition certain properties the 
Electric Bond Share Corporation 
Cuba, Guatemala and Panama, the situ- 
ation has completely changed far 
our interest Latin-American electric 
power companies concerned. Not only 
has the American Foreign Power Co. 
extended its holdings Cuba and linked 
them together super-power basis, 
but the company and its allies have pur- 
chased properties interests compa- 
nies producing electric power Brazil, 
Argentina, Chile, Colombia, Ecuador and 
Mexico. Other American companies have 
acquired properties Argentina and sev- 
eral other countries Latin America. 

Our present stake Latin-American 
power companies therefore quite large 
and likely become larger. 


Confidence the Future 


MERICAN has long been in- 
vested cable lines Central 
and South America and connecting 
land-telegraph lines. These means 
communication have been greatly ex- 
tended recent years and our present 
investment therein represents very 
large sum. 

Until quite recently, however, had 
taken little interest developing tele- 
communications with the 
countries the south with the 
exception Cuba. Interestingly enough, 
the Cuban Telephone Co. and its ally, the 
Porto Rico Telephone Co., were the nu- 
clei the International Telephone 
Telegraph Co., which has made great 
strides extending its operations 
Brazil, Uruguay, Argentina, Chile and 
Mexico, and has become the leading fac- 
tor the field telephonic communica- 
tion Latin America. 

The attention which Americans have 


given the development public utility 
and telephone companies striking 
illustration our increasing interest 
the economic development Latin 
America. also expression the 
confidence American capital the 
economic future most, not all, 
the countries the south. 

During the years 1915 1928, inclu- 
sive, loans for Latin-American govern- 
ments—national, provincial state, and 
municipal—have been issued the ag- 
gregate amount approximately $1,900,- 
000,000. this total, about $410,000,000 
was used refund earlier dollar issues. 
This net amount new capital issues 
has been considerably reduced sink- 
ing fund and amortization payments and 
retirements. the other hand, Ameri- 
can citizens probably hold 
amount Latin-American government 
bonds issued sterling. 

Since 1914 the New York money mar- 
ket has provided the great bulk 


Copper mining and 
Chile 


smelting plant 
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the foreign loans issued the govern- 
ments Latin America. Guatemala, 
Honduras, Venezuela, Ecuador and Para- 
guay are the only countries which have 
not placed dollar loans the United 
States. 

Not merely the central governments 
but also the local governments, provin- 
cial and municipal and quasi-governmen- 
tal agencies such mortgage banks 
have issued dollar loans. There have 
been issues for states provinces 
departments, these subdivisions are 
known Colombia, and for cities, whose 
names and pronunciations, much less 
their locations, were scarcely known 
one American million few years 
ago. 

The leading countries, Argentina, Bra- 
zil, Chile, Peru and Colombia, have been 
the principal borrowers, but some the 
lesser countries, such Bolivia, have 
had large loans. 

These loans have been used large 
measure for railway and highway con- 
struction, waterworks, sewage systems, 
street paving and other municipal pur- 
poses, for dredging rivers, and for con- 
structing harbor and irrigation works. 
Large amounts have been raised for 
mortgage banks under government guar- 
antees and have probably been used for 
making improvements land, both rural 
and urban. 


High Level Will Continue 


loans Latin-American govern- 
ments and corporations and our in- 
vestments Latin-American enterprises 
have contributed greatly the prosper- 
ity those countries. Whether new 
governmental loans will continue the 
rate attained since 1925 not clear, 
since certain important countries the 
need for such borrowings may not 
great has been; since interest 
rates are now higher this market; 


since certain entities appear 


close their borrowing limits, 
least for the time being. the 
other hand, probable that issues 
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Farm Problems Tomorrow 


SHERMAN 


Enormous Growth Minor Crops Achieved During Past Dec- 
ade. Rapid Expansion Brings New Problems Top Difficul- 
ties Already Being Overcome Industry. Population Trends 
Have Important Bearing Future Does National Diet. 


fruit and vegetable industry 
the United States has ex- 
perienced spectacular expan- 
sion during the part decade. 
The commercial acreage practically 
every important fruit and vegetable has 
had its share this increase, although 
the same time the tendency has been 
toward concentra- 
tion production 
areas. 
Our present crops 
are enormous; the 
our 
tant fruit and 
vegetable crops 
was estimated, 
the end 1928, 
$1,270,000,000. 

Some the pro- 
duction and expan- 
sion figures chal- 
lenge the imagina- 
tion. Thus grape 
production has 
doubled during the 
last ten years and 
1928 exceeded 
2,000,000 tons. Pro- 
duction apples 
the Northwest, 
comparatively re- 
cent industry, has 
expanded rapid- 
that now 
equals, and some 
years exceeds, east- 
ern apple produc- 
tion. This means 
yearly total something like 60,000,- 
000 western boxes apples plus 
equivalent eastern barrels. The potato 
crop 1928 has apparently exceeded all 
previous records, with estimated pro- 
duction 463,722,000 bushels. 

More minor crops continue the story. 
Random examples show increase far 
exceeding 50,000 acres for crops like 
asparagus and snap beans, while peas 
show increase about 90,000 acres, 
and lettuce boasts increase far 
excess 100,000 acres during the dec- 
ade. 

Such enormous and rapid expansion 
any industry bound bring 
problems with it, and the fruit and vege- 
table industry was already struggling 
with older problems that 
herent the very character the prod- 
ucts. Climate and weather, two un- 
controllable elements, have vital bearing 


production and yield. The seasonal 
nature the production had seemed 
limit the consumption restricted 
periods and the perishability had seemed 
restrict distribution. Transportation, 
diversions other markets, storage— 
ability the product although marked 


progress transportation under ven- 
tilation and refrigeration being 
made. Perishability and variability 
product handicapped financing. Glutted 
markets, falling prices after shipments 
had started, rejections distant pur- 
chasers and other kindred ills rendered 
the business fluctuating and speculative. 
Yet here was group some forty 
fifty products that was recognized, even 
ten years ago, constituting very real 
asset the nation and being po- 
tentially great source wealth 
many highly specialized and other 
more general rural sections. 


Many Miles Wires 


that time the United States De- 
partment Agriculture had recent- 

inaugurated, and was rapidly expand- 
ing, series services which had within 
them the power virtually revolution- 
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ize the haphazard business 
ables. The whole system standard- 
ization product, developed consul- 
tation with the trade, 
tested out practice before being pro- 
mulgated, improved matters some 
sections that local banks competed for 
business that they had formerly avoided 
when possible. The 
use the stand- 
ards has extended 
rapidly that 
present esti- 
mated that least 
per cent the 
commercial 
ments fruits and 
vegetables change 
hands the basis 
Federal stand- 
ards and that ap- 
proximately per 
cent the com- 
mercial potato crop 
shipped under 
these standards. 

Variations 
styles, sizes and 
capacities con- 
tainers for perish- 
ables had been 
vexatious problem 
for generation 
and deception and 
fraud their use 
was not unknown. 
little over dec- 
ade ago the first 
standard container 
law was passed 
which prescribed the capacities for climax 
baskets, till baskets and berry boxes. The 
government has enforced this law 
educational way and has been well 
received the trade that the new law 
last winter which regulates the capacities 
hampers, round stave baskets and 
splint market baskets, was generally 
welcomed. 

Then there was the Federal market 
news service, which, although now cover- 
ing one form another all the 
important agricultural products, was 
worked out first for fruits and vege- 
tables. That part that related these 
products was expanded more rapidly 
than any other and soon covered all im- 
portant commercial shipping points and 
all important markets. The country 
points are covered market specialists 
who start the south the beginning 
the year and work their way north 
the various shipping areas come into 
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action. More than 7500 miles leased 
telegraph lines form the backbone 
this news service, but local reports 
millions are also issued for specific in- 
formation local application, and the 
radio used for broadcast material. 
Until standardized grades and con- 
tainers for these products 
come rather generally recognized such 
nationwide service would have been 
ineffective. Standardized terminology 
essential its success and this true 
the next great service the series. 
Market inspection preceded shipping 
point inspection but inspections ship- 
ping point now far out-number those 
markets. Far more than 200,000 cars 
produce were inspected shipping 
point during the last fiscal year. Dis- 
interested Federal-State inspectors in- 
spect carloads perishables the re- 


quest any finan- 

cially interested 
party—shipper, 
receiver 

—and issue certifi- 

condition 
and quality time 
inspection. 
disputes 
these certificates 
are recognized 
prima 
dence any Fed- 
eral court and the 
service has been 
worked out that 
shipping point and 
market certificates 
the same ship- 
ment 
comparable. 

The operations 
house utiliz- 
ing the Federal 
standards, have 
helped reduce 
the financial risks 
some lines 
the produce indus- 
try. Potatoes, dry 
beans, peanuts, 
dried fruit, canned foods, and cold packed 
fruit have now been listed among the 
commodities that are eligible for storage 
under the warehouse Act Federally 
licensed warehouses, and receipts from 
such warehouses are generally looked 
upon preferred collateral and have 
been repeatedly recommended Federal 
Reserve and Intermediate Credit Banks. 


Expansion Brings Problems 


four services may now said 
have become basic part our 
national marketing problem which de- 
signed aid our tremendously wide 
distribution perishables. Whether 
these services and the increasing sense 
security that they may have en- 
gendered were one the causes for the 
great expansion the fruit and vege- 
table industry not recorded. 
doubtedly they played their part did 
general shift dietary habits our 
people, increased purchasing power 
among city consumers during and fol- 


lowing the World War, and other factors 
not definitely charted. 

Eras expansion inevitably bring 
their own problems spite the spirit 
enthusiasm and the atmosphere 
prosperity that accompany them. How 
well can the present markets ex- 
pected stand under present sup- 
plies? How much further can present 
markets expanded? How can other 
domestic markets developed? How 
about our foreign outlets? What about 
foreign competition? the different 
sections our own country realize fully 
what other sections are doing and plan- 
ning do, are they competing unduly 
with each other? 

These are few the many problems 
that confront this rapidly expanding in- 
dustry. Some them involve elements 
over which producers, the trade, and the 


Loading boxed apples for export 


financial backers have little con- 
trol but others, which have important 
bearings the prosperity the indus- 
try, can studied with profit, and in- 
telligent and effective action can based 
the findings. 


Growth Will Continue 


factors point expanding 
markets and what factors, any, 
point contracting markets? The do- 
mestic market is, all odds, the most 
important outlet for American fruits; 
and generally assumed that there 
are great possibilities for further ex- 
pansion this market. But there 
are also important limiting factors 
the development the domestic market 
which far-sighted planning produc- 
tion and marketing must take into ac- 
count. 

One the chief factors expanding 
the market for fruits the United 
States has been the rapid growth 
population. During the past half cen- 
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tury the population this country has 
grown from 50,000,000 nearly 120,- 
000,000 people. Undoubtedly this growth 
will continue, but will rapid? 

Population changes the past fifty 
years suggest that population may not 
increase rapidly the next ten years 
the past. the decade ending 
1880 the population the United States 
increased per cent but the decade 
ending 1920 increased only per 
cent. This suggests that the effect 
the rate growth population upon 
the demand for fruits and vegetables 
may not great the next decade 
the next fifty years has been 
the past. 

Another factor the shift popu- 
lation from the farm the city 
and the growth industrial cities. 
When farmer who has grown fruit 
and produce for his 
home use moves 
the city, not 
grower but becomes 
market for fruit 
and produce. 
present, about 
per cent our pop- 
ulation donotliveon 
farms, but the rate 
shift from farm 
checked. The 
shift will probably 
continue in- 
crease the market 
for produce 
rate 
greater than the 
total population 
growth, but the in- 
fluence these 
not 
future has 
been the past. 

During the last 
ten years the in- 
crease indus- 
trial population has been accompanied 
great industrial prosperity. Undoubtedly 
this has been important factor in- 
creasing the demand for some fruits. Fac- 
tory wages are now higher than ever be- 
fore, and the buying power urban con- 
sumers least per cent greater 
than before the World War. Much 
this increase buying power naturally 
has been spent for industrial products, 
but some has contributed greater 
strength the fruit and vegetable mar- 
ket. Looking the future, are faced 
with the questions whether urban 
purchasing power will continue ex- 
pand the rate the past ten years, 
will increase slower rate, will 
even curtailed. fair suggest 
that the industry not over-optimistic 
about the possibilities increasing the 
demand for luxury fruits the rate 
which such demand has increased dur- 
ing the past ten years. 

Variations the purchasing power 


(Continued page 


The Illimitable Perspective 


illimitable was the shibboleth 

that carried one Dickens’ characters suc- 
cess through hot political campaign. When anyone 
wanted know what stood for, replied that 
stood for “the illimitable when skeptic 
demanded know what was driving at, then 
was “the illimitable perspective”; and scorned any 
Briton who was not man enough subscribe that 
doctrine! With “the illimitable perspective” van- 
quished every heckler amid the tumultuous applause 
his admirers, and had occasion descend 
more understandable and lucid arguments. 


Perhaps all “the illimitable perspective” not 
confined the realms fiction. 

politics and out politics how often have 
given credence it, even applauded it, suffered 
under it? How many movements the history 
America have been started and run their course under 
what but variation those savory and slippery 
words! 

Such shibboleths have tendency set reason aside 
and seek decision emotion instead related 
facts. the rush things good slogan may 
better even than good cause. shall not press 
down upon the brow labor this crown thorn; 
you shall not crucify mankind upon cross gold,” 
illogical though was, gave sound money struggle 
for its life. 

Some observers are the opinion that today there 
lot this emotional, headlong stuff attaching 
the so-called farm problem. They suspect that despite 
the mass evidence and the splendid statistics 
which the existence the farm problem may proved 
all its dimensions, there may good ground still 
for doubting the efficacy the best the remedies. 
“Fallacies Farm Relief,” published this num- 
ber the JOURNAL, George Roberts convincingly 
expresses what they have perhaps only felt. 


And those who are convinced this year 1929 
that government funds are now the solution the 
farm problem, just others few years ago were 
sure that more credit was the final solution, will find 
this same article many things which reflect. 


Significant Change 


several years there has been pronounced 

trend toward common stock means corpor- 
ate financing. Many companies have found more 
advantageous obtain funds through the issuance 
common stock than through bonds, preferred stock 
borrowing from banks. 


Now the United States Steel Corporation’s an- 
nouncement its intention replacing large part 
its funded debt with common stock emphasizes the 
strength the trend. Possibly this action may in- 
fluence the plans other corporations who have 


far looked upon common stock suitable for only 
minor part their financing. 

Common stock popular demand. Whether 
there more less speculation beside the 
point. There going more investing com- 
mon stock the sagacious business men who guide 
the destines such great undertakings Steel 
are mistaken the trend the times. 


the front rank the investors stand the banks. 
Regardless the gyrations call money the 
worries Washington over “the market,” stocks 
within certain limitations must considered from 
the investment standpoint. Public interest. stocks 
present self-evident but that interest not 
infallible test investment value. the final analy- 
sis will the task the banks the country 
fix the future investment position common stocks. 


Better Community Prosperity 


ORE recently banks have come into better 
understanding the community said 
Taylor Durham, President the Savings Bank 
Division recent address. bank has found that 
receives deposits but utilizes its funds distant 
markets, its prosperity declines. Banks which serve 
their communities best have greatest prosperity.” 

this true banking business and seems 
self-evident, then the principle must apply with 
greater less force other business—an important 
thing consider because absentee ownership 
big factor American business and growing larger. 

The insurance company practice sending back for 
investment distant state sum approximating 
that which the company receives from that state 
premiums not mere philanthropic gesture, but 
recognition economic principle. Necessarily the 
practice produces substantial business benefits well 
desirable psychological reaction. 


Eventually the practice should receive the attention 
the chain store companies, not sop with which 
curry popular favor but rightful contribution 
the preservation the business the community 
from which the chain store draws its patronage. 


The chain store, institution, criticized be- 
cause contributes nothing the community 
which located, save course the lower prices 
for its wares. has interest say its critics 
civic life movement; churches, charities, local in- 
dustries, municipal betterments are things apart 
from it. 

All emphasis sales with thought any- 
thing else that concerns the community which the 
store sells. The chain store—so runs the complaint— 
feels under obligation know the community, 
concerned with its life, give ear either its 
hopes its fears. If, perchance, the community 
one which produces article that the chain store 
sells may occasionally regularly get the benefit 
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big orders, but every community not line 
derive benefits from reciprocal buying. 

There analogy between the way which the 
chain stores are working their merchandise fields and 
the way pioneer farmers some sections the West 
worked their farm fields. The pioneer farmers found 
rich soil, and they got out all that they could, 
with little thought that their methods taking 
everything out of, and putting nothing back into the 
soil, must eventually exhaust the land, and the time 
came when the land was exhausted whereupon these 
farmers moved fresher fields. The world now 
knows that this was mistake, short-sighted policy, 
that the long run there would have been more 
economy for the farmers they had conserved the 
fertility the soil they planted and reaped. 


The analogy course not close, but the fact 
remains that the chain store field being worked 
with thought conserving the strength the soil 
from which draws its mighty harvest—not once 
perhaps twice year agriculture, but about 300 
days year! 


Money Makers 


EDERAL Reserve banks are paying propositions. 

Contrary the general trend declining profits 
among what, way contrast, may called com- 
mercial banks, the reserve institutions are able 
show unusual increase earnings. 

Results the operations the twelve reserve 
banks just reported the Federal Reserve Board 
show total earnings for 1928 $64,053,000, which 
was $21,000,000 larger than the previous year. Net 
earnings totaled $32,122,000, which was $19,074,000 
greater than for 1927. Both the total earnings and the 
net earnings the System were greater 1928 than 
any year since 1921. 


large volume member-bank borrowing and 
successive increases the discount rates helped 
swell the earnings the reserve banks 1928. 

1928 net earnings each the reserve banks 
was more than sufficient cover dividend payments 
member banks the required rate per cent 
the paid-up capital stock the reserve banks. Then 
came the surplus accounts and the Federal govern- 
ment. Said the Reserve Board: 


“For the further distribution net earnings 
provided the Federal Reserve Act that each reserve 
bank shall transfer its surplus account the entire 
balance such earnings remain after payment 
dividends until surplus shall equal 100 per cent its 
subscribed capital, and that thereafter per cent 
its earnings excess dividend requirements shall 
transferred surplus and the balance paid 
the Treasury franchise tax. Under these pro- 
visions $21,079,000 was transferred surplus all 
banks combined, and aggregate amount $2,585,- 
000 was paid the Treasury the Richmond, At- 
lanta, St. Louis, Minneapolis, Kansas City, and Dallas 
banks. The amount paid the Treasury was larger 
than for any preceding year since 1923. The surplus 
accounts the Boston, New York, Philadelphia, 
Cleveland, Chicago, and San Francisco banks were less 
than the amounts their subscribed capital stock 
even after transfers surplus the end 1928; 
fact the excess the aggregate subscribed capital 
these banks over their aggregate surplus was larger 
the end 1928 than the beginning, notwithstand- 
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ing large transfers surplus, owing increase 
their capital stock.” 

There would appear some inequalities this 
distribution earnings. The smaller districts pay 
the taxes. Over the years the Federal government 
has received taxes from the reserve banks nearly 
twice much the banks have distributed divi- 
dends. Since their inception 1924, down through 
1928, the gross earnings all Federal Reserve banks 
total $833,673,000, and net earnings $478,813,000. 
There has been $81,089,000 paid dividends, $254,- 
898,000 transferred surplus, and franchise taxes 


totaling $142,826,000 paid the United States gov- 
ernment. 


Whither 


UROPEAN economists have concerned themselves 

intensively since the war with the so-called prob- 

lem the American gold stocks. times they have 
displayed attitude approaching solicitude. 


First there was school, economists like 
group themselves, that advocated abandonment the 
international gold standard. Such step, with the 
United States possession the bulk the world’s 
visible gold supply, would have left this country quite 
literally holding the bag. The idea failed take. 

Then came period fear for the economic safety 
America. This country, said the foreign econ- 
omists, was choked, swollen with gold. Something 
would have done there would ruinous 
inflation. Somehow business conditions here got bet- 
ter instead worse, whereupon cries economic 
horror arose Europe. America was 
gold. was preventing the enormous stocks the 
country from exerting harmful influence upon prices 
and credit. America was advised something 
about it; for instance, arrange for the redistribu- 
tion gold. America continued get along. 

During the last year this country’s stock gold has 
been reduced about $500,000,000. But much more 
emphasis has been laid upon this development this 
country than abroad. Europe realizes that this gold 
not really lost. has only been loaned, unless 
European nations can meet the requirements for re- 
taining gold. one understands better than the 
foreign economists that obstacles were placed 
the way the gold that left the United States. 

Now there new idea. Europe forced con- 
cede that the gold position this country the sign 
manual the financial leadership the United States 
before the world. There seems little hope any 
other nation displacing America through the operation 
economic forces. Possibilities continuing de- 
cline gold production support this view. the 
economists have put their heads together again. 

now being suggested that the gold stocks 
all nations should put into sort international 
pool. This pool would administered the central 
banks the participants. They would check against 
each other for their needs, and would longer 
necessary ship gold back and forth, buy and sell 
like any other commodity the market. Everybody 
would saved lot trouble and expense. 

Incidentally the grave problem the American gold 
stocks would solved, the satisfaction Europe. 
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Bank Management Conference Chicago 
March 28th and 29th 


the Mississippi Valley are as- 

semble Chicago March and 
for two-day conference Com- 
mercial Bank Management under the 
auspices the Clearinghouse Section 
the American Bankers Association 
which Section Augustine, vice- 
president the National Shawmut 
Bank Boston, president. 

Call for the conference has gone 
the banks the territory from the Great 
Lakes the Gulf Mexico and from 
the Ohio River the Dakotas, includ- 
ing the following states: Alabama, Ar- 
kansas, Illinois, Indiana, Iowa, Kansas, 
Kentucky, Louisiana, Michigan, Min- 
nesota, Mississippi, Missouri, Nebraska, 
North Dakota, Ohio, Oklahoma, South 
Dakota, Tennessee, Texas and Wis- 
consin. 

There will four sessions the con- 
ference, two morning sessions and two 
afternoon sessions. The completed pro- 
gram being sent members the 
Association the territory. 

The Chicago conference will the 
nature innovation commercial 
banking will concerned wholly 
with the broad subject management 
the conduct successful banking. 
The development efficient management 
principles the operation the bank- 
ing institutions the country has been 
the keynote the administration 


from twenty states 


Book Announcements 


BUDGET CONTROL. What Does 
And How Does It. Published 
Ernst and Ernst, public accountants, 
New York. pages. 


brochure describing how each part 
the business budget should pre- 
pared and discussing the principles 
its effective operation, together with 
summary its benefits. revised edi- 
tion brochure published four years 
ago. 


AMERICAN WOMAN AND HER 
BANK. Bessie Quirt Mott. Pub- 
lished Doubleday, Doran and Com- 
pany, Garden City, New York. 232 
pages. Price, $2.00. 

simple everyday language the book 
undertakes explain the functions and 
available services different types 
financial institutions such 
and commercial banks, trust companies 
and mortgage loan associations. 
expressly written for women inexperi- 


President Craig Hazlewood, the 
American Bankers Association. Com- 
menting upon the Chicago conference 
Mr. Hazlewood said: 


will the first conference 
devoted exclusively problems 
commercial bank management, such 
loan and credit policies, secondary re- 
serves, security buying for banks, profit 
and loss operations, budgeting, and per- 
sonnel administration. While confer- 
ences have been held the Trust and 
Savings Divisions the Association, 
the important subjects commercial 
banking and general bank management 
have not always received the attention 
which they deserve. 
which will held under the auspices 
the Clearinghouse Section the As- 
sociation, will designed assist 
bankers the solution the practical, 
everyday problems management, and 
will particularly helpful bankers 
smaller towns. 
“Successful country bankers will have 
prominent place the program, 
will also experts every phase 
bank administration. addition, there 
will discussions which opportunity 
will given exchange experiences 
subjects particular interest various 
groups bankers attending the confer- 
ence. Social and entertainment features 
will given minor place the pro- 


enced business who are faced with 
responsibilities that require banking ser- 
vice and knowledge banking pro- 
cedure. contains extensive glos- 
sary banking and financial terms. 


GOLD AND CENTRAL BANKS. 
Feliks Mlynarski, Ph.D. Published 
the Macmillan Company, New York. 
157 pages. Price, $2.00. 

plan for the preservation the 
international gold standard, designed 
overcome the difficulties which have been 
predicted the consequences declin- 
ing production and also dispell the 
complications which have arisen through 
the accumulation preponderance 
the world’s gold supply the United 
States. suggested that the gold 
stocks the various countries should 
held their respective central banks 
sort international pool thus ob- 
viating shipments and reshipments from 
one country the other. 


gram, the time available will de- 
voted entirely discussions bank 
management problems. 

“The importance the subject the 
present time makes this conference espe- 
cially timely. Leaders the banking 
business have repeatedly emphasized the 
need for better management banking 
today. period characterized 
somewhat revolutionary changes and 
improvements business policies and 
operations, banking has often lagged 
behind. scientific management 
has done for industry the direction 
elimination waste, reduction 
costs, increase operating efficiency, 
and other similar improvements, can 
also greater measure than 
has done far for banking. This fact 
has been proved actual results ob- 
tained large banks and small banks. 
Standards, ratios and rules have been 
established enable the banker 
maintain liquidity, earn adequate 
profits, and increase operating effi- 
ciency. The results exhaustive sur- 
veys banks, the experience success- 
ful country bankers, and discussion 
all the various phases bank manage- 
ment will treated this meeting; 
and believed that the information 
disseminated will enable those who at- 
tend return their banks better 
acquainted with the 
banking practice.” 


STATE INSURANCE THE 
McCahan, Assistant Professor In- 
surance, Wharton School Finance, 
University Pennsylvania. 
lished University Pennsylvania 
Press. 279 pages. Price, $3.50, 


Dr. McCahan’s research shows that 
there are now ten principal types 
state insurance funds the country; 
workmen’s insurance, 
teachers’ pension, state employees pen- 
sion, hail insurance, bank guaranty, 
public deposits guaranty, public prop- 
erty insurance, life insurance, Torrens 
title insurance, and public official bond- 
ing funds, some which are sub- 
stantial size. The book analyzes these 
funds from such angles the method 
administration, types coverage 


written, rating methods, adequacy and 
equity rates, expense ratios, loss pre- 
vention activities, claim service, state 
aid, financial stability, state guarantee 
solvency, and political influences. 
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Life Insurance Collatera 


Banking Opinion Appears Opposed Loans Life Insurance. 
Letters JOURNAL Reflect Views that Insurance Company 


Proper Place for Policy-Holder Obtain Credit. 
Such Collateral Questioned But General Rule Advanced. 


average man moderate 
means with little 
lateral his command has 
fairly well settled conviction that 
any time wants loan all has 
life insurance policy. Apparently there 
are bankers who share this conviction. 

Recently the question was raised 
the advisability banks making loans 
upon life insurance policies collateral. 
THE JOURNAL has undertaken sound 
out banking opinion 
different parts the country the 
question. 

Nearly score bankers whose views 
are accepted not only their own sec- 
tions but nationally reflecting bank- 
ing opinion have answered inquiry 
their practice toward loans 
life insurance policies. Their names are 
not being quoted connection with their 
replies their letters were for the 
most part merely frank statements 
the positions their individual institu- 
tions without the qualifications that usu- 
ally accompany general statements. 


The Weight Opinion 


HILE they show that there is. 

settled policy among banks with 
respect loans life insurance poli- 
cies the weight opinion that the 
place for policy-holder obtain loan 
from his insurance company. 

This seems the conviction 
leaders banking thought. This view 
subject exceptions but effect 
the answer received the general in- 
quiry. One the best known bankers 
the Mid-West writes: 


not believe that banks should adopt 
the policy of accepting cash surrender values 
under life insurance as collateral. The pledg- 
ing of a policy by the assured helps to de- 
feat the purpose for which took the policy 
out. That is, protect 
usually the wife and children, and loan 
against policy would the event death 
reduce the amount that 
would receive and possibly they may have 
counted the full amount the policy. 
The pledge life insurance, would seem, 
indicates that the borrower has no other 
available collateral and that the loan might 
long-time carry. 

“The assignment subject liens which 
the insurance company may hold against the 
policy. The company assumes no responsi- 
bility for the validity the assignment and 
reserves the right require proof satisfac- 
tory to the company of the assignee’s interest 
and the extent thereof before making set- 
tlement. Therefore, there possibility 
legal technicalities account the insur- 
ance company not being bound see the 
application of the proceeds to the loan and 
the proper distribution the remainder, 
any, the proper beneficiaries. 

“In general such loans are best handled 
between the assured and the insurance com- 
pany. There added .risk and additional 
work for the bank for interest fee that 
most cases would not com- 


pensating. There are however, 
there probably would under every rule.” 


While recognizing difficulties incident 
loans life insurance another mid- 
western banker reaches somewhat dif- 
ferent conclusions. said: 


“The use of life insurance policies as col- 
lateral for bank loans depends upon the 
terms of the policy and the assignment and 
more especially upon the character of the 
borrower and the purpose for which the loan 
is sought. 

“We have found that it is extremely diffi- 
cult under the regulations of some insurance 
companies to obtain an absolute assignment 
that will permit us to cash in the policy and 
receive the funds due us without further 
action on the part of the assured. Frequently 
the company makes the check out jointly 
and the assured. While this makes 
complications possible, it is a fact that we 
have never failed to collect our money in 
such cases. Nevertheless, care should be ex- 
ercised make sure that the bank really 
obtaining a definite claim to specific and suffi- 
cient funds. 

“In determining whether to make such 
loans or require the customer to obtain a 
loan direct from the insurance company, 
have been quite liberal whenever appeared 
that the loan would be paid within a reason- 
able time. We feel that a long-time loan 
should be carried by the insurance company, 
but we see no reason why an insurance 
policy, properly assigned, should not become 
the basis of a loan to a customer who would 
be given consideration if he offered other col- 
lateral of equal value.” 


Banks are handicapped lack fa- 
cilities for acquiring necessary informa- 
tion making loans this type ac- 
cording still another western banker 
who said: 


“The place for policy-holder borrow 
his insurance policy from his insurance 
company, which is, course, the best 
position to know whether or not premiums 
have been paid promptly and all other mat- 
ters in connection with the policy looked 
after as they should be. A bank has no 
facilities for obtaining this kind informa- 
tion and without it the policy might get into 
position where represented collateral 
value all.” 


Life insurance policies are considered 
readily liquid assets and entitled 
regarded the basis credit the 
following letter: 


“Our bank has followed the policy mak- 
ing loans on life insurance policies on the 
basis the cash surrender value short- 
time accommodation the borrower, for 
the purpose of more adequately securing 
other credit. 

“Also cases emergency the borrower 
is induced to assign life insurance to us 
which at least will protect us in case of his 
death. We do not especially encourage this 
type of credit as it seems to be a general 


. feeling that the surest way to have a loan 


the bank for long period start pay- 
ing premiums on life insurance to protect 
that loan. 

“I, personally, encourage our borrowers 
include the cash surrender value their life 
insurance as a current asset in making out 
their financial statements. 
substantial and readily liquid asset and 
should considered basis credit.” 


Quite the opposite attitude dis- 
closed this statement from banker 
the South: 
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It certainly is a- 


Liquidity 


“Our bank makes some loans this type 
of collateral. However, owing to the fact 
that such policies are seldom offered for 
short-time loans prefer have them 
made by the insurance companies, as their 
rates are as low, and in some cases lower, 
than the ones prevailing here, especially at 
the present time. 

“Having the policies put negotiable 
shape requires considerable trouble and the 
approval of the home office. All this tends to 
make such collateral loans undesirable. I 
think that banks can make general rule 
on this subject as each case would probably 
be different and the circumstances of the ap- 
plicant’s relation to the bank would naturally 
have a bearing on each loan.” 


Complete Endorsement 


the most complete endorse- 
ment loans life insurance col- 
lateral principle was contained the 
following letter from New England 
bank: 


“We see no reason why loans on the cash 
surrender value life insurance policies 
strong companies properly assigned are not 
desirable loans secured other readily 
marketable collateral; having in mind a cer- 
tain extra amount of mechanics in_ their 
handling which may be compensated for by 
a higher rate.” 


Life insurance collateral valuable 
chiefly additional security the 
opinion Pacific Coast banker who 
says: 


“We do not encourage loans against life 
insurance policies and where the 
holder desires borrow against the cash 
value his policy almost invariably sug- 
gest to him that he go to the company issu- 
ing the policy. Of course, there are times 
when ask the customer, who bor- 
rower from us on his unsecured paper, to 
assign insurance to us as a protection against 
difficulty or delays in collection which might 
occur in the event of his demise. We believe 
that this use of a policy is not only proper 
but wise and merits encouragement.” 


The personal equation interferes with 
the liquidity loans life insurance 
the opinion banker the North- 
west who wrote: 


“We not consider life insurance policies 
as the best collateral by any means. There 
question whatever, all the require- 
ments are met, that the security is ample, 
but there are so many questions that arise 
such the fact that almost every life insur- 
ance company has its own set requirements 
with which one must conform. In other 
words, there is no universal policy. Further, 
loans secured by life insurance policies are 
by no means liquid unless one wants to re- 
sert the plan cashing the policy, 
which if done always creates hard feelings.” 


difference between policy and prac- 
tice drawn banker the Central 
section. said: 


“While not make practice mak- 
ing such loans, nevertheless, not feel 
that bank would justified refusing to. 
make them. has been our practice sug- 
gest that loans be procured from the insur- 
ance companies, although, of course, there 
have been a few exceptions. We can see no 
real justification for refusing make them, 
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The Measure Banking 


FRANK SIMMONDS 


Deputy Manager, American Bankers Association 


Yardsticks Average Costs and Profits Are Now Available. 
Sources Earnings and Items Expense Representative 
Banks Analyzed for Comparisons With Other Institutions 
Report Budget Committee American Bankers Association. 


measure banking bank- 
ing. For years has been 
popular pastime 
omists and accountants tell 
bankers they ought better. Pro- 
gress and profits other forms 
business and industry have been pointed 
examples efficiency and scientific 
operation. But the 
yardsticks busi- 
will not serve for 
banking. 

was 
vide the banks 
the country with 
definite yardstick 
determine their 


GROSS BANKING INCOME 
INCOME OTHER DEPARTMENTS 


Tithe... 
measure 
bank operating 
taken the Com- EXPENSES 
mittee Bank 


Budgets the 
Clearinghouse Sec- 
tion the Amer- 
ican Bankers As- 
sociation. This 
committee has just 
issued its report. 

magic formu- 
for pyramiding 
profits have been 
evolved. se- 
success are 
heraided clear- 
ing the 
earnings 
obstacles rising costs. Instead there 
presented American banking 
compilation the results the opera- 
tion institutions 
throughout the country. Expressed 
percentages they represent the averages 
with which individual bank may 
compare itself. 


TOTAL EXPENSES.............. 
NET BANKING INCOME 


Standard Measurement 


banker” says the report, 
“is only too conscious the fact 
that the operating costs bank show 
upward trend, and altogether too fre- 
quently without comparable increase 
earnings. Our purpose provide 
the banker who faces this constant prob- 
lem with helpful information. The ex- 
perience many representative banks 
statistically compiled offers measure- 
ment which the banker can gauge the 
operating expenses his own bank. 


EASTERN SECTION 


“We suggest our banking friends 
that this measuring stick used, 
comparing the operating figures your 
own bank with the average figures ap- 
pearing the report which most nearly 
approach the classification which your 
bank falls. Lack close standardiza- 
tion accounting practice is, course, 


WESTERN SECTION 


element weakness such con- 
solidated figures, but fully realizing this 
have wrought with the tools 
found, and our belief that the 
composite operating sheets the report 
reflect representative average con- 
dition.” 

Through questionnaires 
banks all parts the country gen- 
erously contributed the facts, was 
possible for the committee set the 
average ratios all the elements 
bank activity which form the yardstick 
banking. The ratios and comparisons 
have been based the total capital, 
surplus, undivided profits and deposits 
the representative banks rather than 
gross income, which seems have 
been the generally accepted basis 
compiling statistics concerning income 
and expense. 

This procedure necessitated consider- 
ation not only the size the bank, 
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but also the relative composition its 
deposits between demand and time. 
compare properly the operations 
banks similar size, but different 
composition deposits, the committee 
set five sub-divisions ranging from 
banks having all commercial deposits 
banks with time deposits more than 
per cent 
total deposits. 
Banks were then 
grouped into three 
natural geograph- 
follows: 
Eastern, com- 
prising all the 
representative 
the Eastern States; 
Central, 
ing all located 
Central and Cen- 
tral Western 
States and West- 
ern, comprising all 
located States 
along the Pacific 
Coast immedi- 
ately adjacent 
thereto. 
ical division was 
subdivided into 
two classifications, 
Department- 
Banks,” which 
includes 
are doing strictly 
banking business and whose income from 
special departments meager, and “De- 
partmental Banks,” which includes all 
having active trust, safe deposit, invest- 
ment departments, etc., and whose in- 
come from these special departments 
important part the total income. 
The committee then compiled seven 
exhibits, which are presented its re- 
port, two for each the geographical 
sub-divisions, one for 
mental Banks” and one for “Depart- 
mental Banks,” and one exhibit sum- 
marizing the- averages into 
comparative statement. Each the six 
exhibits reflects the representative banks 
grouped according size six groups 
ranging from banks having total de- 
posits and capital less than $2,000,000 
banks having total deposits and 
capital excess $50,000,000. 


(Continued page 936) 


COMBINED 


2 


4 


= 
$ 
2.00 
2.94 
08 
a eos 
0 
>. @- 
d 
‘on 
2 
% 
‘+ 
5 
tive Average Operating Ratios Representd 
: 


March, 1929 


AMERICAN BANKERS ASSOCIATION JOURNAL 


EXPERIENCE 


FINANCING 


very obvious that each industry possesses certain definite character- 
istics. Differences operations performed and services rendered are 
reflected differences organization, financial structure and financial 
requirements. 

The careful judging investment values demands full appreciation 
these differences. Certain financial facts mean different things the 
appraisement the securities two different industries. 


broad experience covering many lines industrial activity and 
embracing close contacts with many different business fields, therefore 


necessary qualification investment counsellor. furnishes invalu- 


able background for careful and discriminating weighing investment 
credits. 


For approximately years, Becker Co. has been associated 
with the financing different industries. The experience built this 
way always available investors, corporations and banks throughout 


the country. 


Sound Securities for Investment 


CHICAGO 100 South Salle Street; NEW YORK and 
Other Important Financial Centers 
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Your Bank’s Name the 


TRAVEL 
CHEQUES 


You Sell 


CONSTANTINOPLE 


Chequés are cheques. 
Chéqués were established the Amer- 
can provide banks with 
travel their own which would enjoy 
Certified Bankers Trust 
New York, Cheques are ac- 
cepted banks, hotels, shops, ticket offices and 
throughout the world. The fact 
that more than 60,000,000 separate cheques 
been negotiated during the past years 
the degree their acceptance. 


Cheques are convenient carry, afford 
complete protection against loss theft, and 
abroad command the favorable exchange rate 
bankers paper. The cheque itself instrument 
the highest grade, engraved safety paper. 

When your customers carry Cheques, 
your name each cheque constant reminder 
the completeness your banking service. 


CHEQUES 


SOLD HERE—ACCEPTED EVERYWHERE 
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The Reserve Board Proposes 


EDWIN EVANS 


Washington Statement Indicative Far Reaching Policy. 
Federal Reserve Board Declaration That Uses Credit Will 


Scrutinized Represents Step Evolution the Reserve 


Federal Reserve Board 
Washington February 1929, 
issued one the most important 
statements the history the 
Federal Reserve System. This was the 
now famous “warning” statement, which, 
flaunted newspaper headlines, was in- 
terpreted designed halt the flow 
reserve credit into brokers’ loans 
finance stock speculation. 

Immediately the 
Board’s 
came factor the 
money market and 
security prices. Whether 
temporary factor—a 
mere phase—or the mo- 
tive force behind fun- 
damental 
credit conditions future 
events will reveal. From 
the standpoint the 
banking 
effect the 
statement the stock 
market fraught with 
potentialities. 

tion policy, the 
evolution thought and 
theory within the Fed- 
eral Reserve Board that 
the statement takes its 
rank the 
most outspoken and far 
reaching declaration that 
has yet come from that 
agency. announces the 
intention the Reserve 
Board scrutinize with 
care the uses which 
credit the Reserve 


not the purpose 
here weigh the 
various questions principle that are 
involved the Board’s statement; cen- 
tralized control, credit regulation, initia- 
tion actions the Board opposed 
supervision the credit operations 
the reserve banks, and the like. Here- 
with are presented only what may 
considered the two basic views the 
relation the Federal Reserve Board 
the credit structure—the statement 
the Board and the challenging that 
statement Chairman Louis McFad- 
den, the Banking and Currency Com- 
mittee the House Representatives. 
Controversy over the extent the 
powers the Board has arisen 


System. Chairman McFadden Takes Issue With Board’s Theory. 


both Congress and without. The 
fundamental question the theory 
the Reserve System has begun come 
the front despite the concentration 
attention upon the cause and effect 
stock market prices. The Journal 
Commerce New York February 18, 
1929, dispatch from Chicago, said: 

“Considerable feeling has developed 


Another Traffic Ruling Going Into Effect 


this center regarding the warning the 
Federal Reserve Board that reserve bank 
funds are not used for speculative 
purposes. Officials some the larger 
banking institutions are viewing the 
Board’s statement direct affront, 
with the implication that they not 
know how run their banks, and Wash- 
ington therefore, must take them hand 
and spank them publicly.” 

discussion has been started that 
seems destined culminate con- 
sideration the workings the Re- 
serve System its creator, Congress. 
the banks the country the 
utmost importance that functions and 
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authority the Reserve System 
clearly defined. more and more 
said about the Reserve System the 
fundamental issues become more and 
more clouded. are presented the 
two sides the basic question. 


full text the “warning” state- 
ment the Federal Reserve Board 
was follows: 
“The United States 
has during the last six 
years experienced most 
remarkable run eco- 
nomic activity and pro- 
ductivity. The produc- 
tion, distribution and 
consumption goods 
have been unprece- 
dented volume. The eco- 
nomic system the 
country has functioned 
efficiently and smoothly. 
Among the factors which 
have contributed this 
result, important 
place must assigned 
the operation our 
credit system and no- 
tably the steadying 
influence and moderating 
policies the Federal 
Reserve System. 
“During the last year 
more, however, the 
functioning the Fed- 
eral Reserve System has 
encountered interference 
reason the exces- 
sive amount the coun- 
try’s credit absorbed 
speculative security 
loans. The credit situa- 
tion since the opening 
the new year indicates 
that some the factors 
which occasioned unto- 
ward developments during the year 1928 
are still work. The volume specu- 
lative credit still growing. 

“Coming time when the country 
has lost some $500,000,000 gold, the 
effect the great and growing volume 
speculative credit has already pro- 
duced some strain, which has reflected 
cent the cost credit for commercial 
uses. The matter one that concerns 
every section the country and every 
business interest, aggravation 
these conditions may expected have 
detrimental effects business and may 
impair its future. 


From. N. Y. Times 
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Its Duty Inquire 


Federal Reserve Board neither 

assumes the right nor has any 
disposition set itself arbiter 
security speculation values. is, 
however, its business see that 
the Federal Reserve banks function 
effectively conditions will permit. 
When finds that conditions are arising 
which obstruct Federal Reserve banks 
the effective discharge their function 
managing the credit facilities 
the Federal Reserve System ac- 
commodate commerce and business, 
its duty inquire into them and take 
such measures may deemed suit- 
able and effective the circumstances 
correct them; which, the immediate 
situation, means restrain the use, 
either directly indirectly, Federal 
Reserve credit facilities aid the 
growth speculative credit. this 
connection, the Federal Reserve Board, 
under date February addressed 
letter the Federal Reserve banks, 
which contains fuller statement its 
position: 

firming tendencies the money 
market which have been evidence 
since the beginning the year—con- 
trary the usual trend this season— 
make incumbent upon the Federal Re- 
serve banks give constant and close 
attention the situation order that 
influence adverse the trade and 
industry the country shall exer- 
cised the trend money conditions, 
beyond what may develop inevitable. 

“‘The extraordinary absorption 
funds speculative security loans which 
has characterized the credit movement 
during the past year more, the 
judgment the Federal Reserve Board, 
deserves particular attention lest be- 
come decisive factor working toward 
still further firming money rates 
the prejudice the country’s commer- 
cial interests. 

resources the Federal Re- 
serve System are ample for meeting the 
growth the country’s commercial 
needs for credit, provided they are 
competently administered and protected 
against seepage into uses not contem- 
plated the Federal Reserve Act. 

Federal Reserve Act does not, 
the opinion the Federal Reserve 
Board, contemplate the use the re- 
sources the Federal Reserve banks for 
the creation extension speculative 
credit. member bank not within its 
reasonable claims for rediscount facili- 
ties its Federal Reserve bank when 
borrows either for the purpose making 
speculative loans for the purpose 
maintaining speculative loans. 

Board has disposition as- 
sume authority interfere with the 


loan practices member banks long 


they not involve the Federal Re- 
serve banks. has, however, grave 
responsibility whenever there evidence 
that member banks are maintaining 
speculative security loans with the aid 
Federal Reserve credit. When such 
the case the Reserve bank be- 
comes either contributing sustain- 
ing factor the current volume 


speculative security credit. This not 
harmony with the intent the Fed- 
eral Reserve Act nor conducive 
the wholesome operation the banking 
and credit system the country.’” 


Emphasis Exaggerated 


both the House and Senate there 
were prompt reactions the Board’s 
statement. But Mr. McFadden almost 
alone confined his observations the 
principles involved rather than the ex- 
pediency propriety the action taken 
the Federal Reserve Board. 
address before the House, reported 
the Congressional Record for February 
1929, said: 

“The main function the Federal Re- 
serve System the maintenance 
proper gold reserve and control the 
total volume credit, and course, 
the exercise these prerogatives 
necessarily must keep touch with 
world gold and credit movements but 
only for the purpose wise and compe- 
tent management the preservation 
the gold reserve and total volume 
credits. 

not understand this time that 
the gold reserve danger, nor 
see any indication general rise 
the commodity price level, and because 
these facts, not think that the 
Federal Reserve System should concern 
itself about the condition the stock 
market the security loan market. 

desire quote from speech de- 
livered before the American Bankers 
Association Philadelphia October 
1928, follows: 

The Federal Reserve System is charged 
with a grave responsibility in dealing with 
this situation because it would be easy for 
them to produce a business slump without 
interesting note the views leading 
British authority on the subject of finance, 
who is a student and close observer of our 
Federal Reserve operations: “I am now more 
concerned lest the Federal Reserve* authori- 
ties should accidentally bring about a gen- 
eral business depression by attempting to 
take action toward the stock markets which, 
however well meant, not really compatible 
with the System’s duty toward business. 
think the Federal Reserve System may have 
been quite right to try to frighten the specu- 
lators a few months ago, but this having 
failed, I think they would be much better 
advised to leave Wall Street alone and let it 
boil over of itself, rather than do things 


which, if continued, will certainly put at risk 
the general prosperity of the country.” 


“The emphasis upon this aspect our 
credit structure has been much exag- 
gerated, partly people who are un- 
accustomed new situation and partly 
those who are personally interested 
think that the assumption warranted 
that brokers’ loans are depriving busi- 
ness funds, nor that all the secu- 
rity loans are unproductive. judg- 
ment there too little known about the 
ultimate disposition stock-market 
loans warrant any action designed 
depress these loans the Federal Re- 
serve System. 


Rather Far-Fetched 


danger the gold reserve, and 
should the Reserve System tighten credit 


with the purpose restricting stock 
speculation, and should actually suc- 
ceed, two results may follow: (1) The 
high interest rates will make too ex- 
pensive for corporations finance 
bonds; and (2) the public afraid 
buy stocks will impossible finance 
stock issues which are usually pur- 
chased speculators. think this may 
pave the way for that lack confidence 
which can easily lead business re- 
cession, not depression. were 
possible show—and believe not 
—that any positive harm being done 
business and industry, employment, 
bank depositors the present 
growth security loans, think restric- 
tive action might sanctioned. But 
such evidence available. firmly be- 
lieve now, have the past, that the 
eye the Federal Reserve System 
should kept (when the gold reserve 
not danger) the question prices 
and employment. 

“It seems rather far- 
fetched endanger the pay envelope 
the workingman and the profits the 
business man because someone gets the 
notion that there too much stock spec- 
ulation that stocks should not sell 
high they now are. There are 
many matters judgment involved 
stock prices that believe most the 
critics and experts have erred predict- 
ing the stock market. If, however, the 
condition corporate profits does not 
warrant present prices, the market will 
correct itself time. Meanwhile the 
Federal Reserve System should keep its 
attention chiefly upon the stability 
business and employment, which finds 
itself reflected generally stable com- 
modity prices. 

“While money rates remain relatively 
high the United States believe there 
little danger further drain upon 
our gold reserves except the deliber- 
ate action the central banks. fact, 
the recent decline sterling bringing 
gold back into this country. Since 
are paying higher price for short-term 
money than being paid abroad, this 
prevented only the Bank of. England 
raise the discount rate with accom- 
panying increase all money rates 
abroad. came into the Chamber 
this morning was notified that 
meeting the board directors this 
morning the Bank England the dis- 
count rate was raised per cent—to 
per cent. the judgment borrow- 
ers this country the uses bank 
funds are such that they are willing 
pay high rates (for use the stock mar- 
ket elsewhere) there nothing that 
should done about and these events 
should left run their course. 
the other hand, indications point 
beginning fall commodity prices, 
although this not yet shown the 
Bureau Labor Statistics index num- 
ber. inclined think that the high 


discount rates are beginning show 
their effect commodities and are be- 
ginning bring about inflow gold, 
which can prevented only raising 
the rates England and abroad, and 
(Continued page 938) 
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the Burner business 
good (profitable) one.... 


—for banker suggest client? 


HERE are sound indications that 
right now. And that will in- 
creasingly so, from now on. 


Wild cat methods selling oil heat have 
gone out. Commonsense and sanity have 
proved more profitable. 


Any man who selling good oil burner, 
who will keep his selling methods sane 
and common-sense, will make money. 
Right now. And will build solidly for 
the future. 


Like everything else, oil heat has ad- 
vanced remarkably. Always better, more 
comfortable than coal heat—the good oil 
burner today is, naturally, better than 
the good oil burner five, even three 
years ago. 


Good oil burners today include models 
for small homes, small incomes, well 
for larger homes and the biggest build- 
ings. All them offer substantial profit 
the man who sells them. And the good 
service—so that the seller does not dissi- 
pate his original profit through having 
render extravagant, constant service. 


These are facts about all good oil burners 
today—given you for the good in- 
dustry which has not yet scratched the 
surface its possibilities. (Of 
million homes owned their occu- 
pants, only today have the modern 
convenience and comfort oil heat/) 


When writing advertisers please mention the American Bankers Association Journal 


KLEEN-HEET, which one the 
good automatic oil burners, enjoying 
the greatest growth its history. And 
there are rich immediate opportunities 
throughout America, selling KLEEN- 
HEET, for men who can measure 
our standards. Such men need not have 
had oil heating experience (we supply 
they are, first all, sound busi- 
ness men. 


Bankers are asked for information about 


business opportunities. the repre- 
sentation good oil burner among 
the good opportunities. That why you 
find page about oil heat banker’s 
periodical. For our part, will gladly 
place before any banker, any banker’s 
client, both, full facts about the 
KLEEN-HEET opportunity any given 
city town where the franchise still 
open. And will rest our case the 
evidence presented. 


The Winslow Boiler Engineering Co. 
844 Rush St., Chicago, 
42nd St., New York, 


Makers 


hith 


Have you the comfort good oil heat 
your own home? Have you thought about 

it? Are you familiar with the developments 
that make good oil heat, today, better even than that 
three four years ago? 
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80% the iron ore mined the 
United States produced the 
Lake Superior region; 67% the 
coal mined the United States 
vania, Kentucky and West 
Virginia. Halfway 
vast deposits natural resources 
stands Detroit and the 
Detroit area... 


Detroit’s proximity these and 
other raw materials... her loca- 
tion deep water, the cheapest 
form bulk transportation 
industrial interests 
labor con- 
tribute the remarkable growth 
America’s fourth city. 


BUFFALO 


There plenty room and 
opportunity here for 
looking industrial leaders. They 
will find this field splendid 
outlet for their constructive 
energies, and ample resources 
organizations than those 
which they now dream. 


Our experience and intimate 
contact with Detroit’s growth 
have equipped serve manu- 
facturers and bankers who are 
interested the Detroit 


National Commerce 


DETROIT. MICHIGAN 
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Selective Credit 


AGGER 


Professor Economics, Rutgers University 


Implications New Federal Reserve Credit Policy Analyzed. 
Seen Move Toward Functional Control Credit Replacing 
Mere Quantitative Regulation Which Has Proved Ineffective. 
Contended Necessary Powers Are Lodged Banking Machinery. 


NEW phase the question 
public control banking pol- 
icy has been pushed the 
front. Shall public authority 

determine not only how much credit 
extended but also for what purposes 
may used? This the question 
which underlies the agitation connec- 
tion with the expanded “brokers’ loan” 
account. 

Despite the far-reaching implications 
this question the answer thus far 
given would appear the affirma- 
tive. least one has arisen 
protest with vigor against the various 
proposals that have been made definitely 
limit the credit flowing into specula- 
tive security operations. 

The agitation directed toward this 
end steadily accumulating 
strength. During the session Congress 
last year Senator LaFollette introduced 
resolution calling the Federal 
Reserve Board use its powers cur- 
tail the extension credit for stock 
speculative purposes member banks. 
the last convention the American 
Bankers Association, Chairman Mac- 
Fadden the House Representatives’ 
Committee Banking and Currency, 
urged, necessary, further amendment 
the Federal Reserve Act supply 
the Reserve System with more adequate 
powers this connection. The press re- 
ported that control speculative credit 
was the chief topic discussion among 
the bankers assembled the conven- 
tion, even though the end the bankers 
proceeded further than the adoption 
resolution emphasizing the desir- 
ability restricting “bootleg” loans— 
namely, the loans the stock market 
individuals and corporations not 
themselves bankers. 

During the past session Congress 
the subject has flared again, while 
the same time the Reserve authorities 
have taken unusual action. Senator 
Heflin introduced resolution asking 
for suggestions from the Reserve Board 
possible basis congressional ac- 
tion, while other members Congress 
have expressed themselves various 
phases the problem with vehemence 
not always with Intelligence. 
outstanding importance, however, was 
the letter sent the Reserve Board 
the several reserve banks calling upon 
them prevent far possible the 
diversion Federal Reserve funds from 
normal commercial uses that car- 
rying loans based securities. This 


id 


What Next? 


insisting upon its 

right check the use 
its credit for the financ- 
ing stock market opera- 
tions, the Federal Reserve 
System apparently as- 
suming regulatory author- 
ity over the purposes for 
which the great national 
available. the banker 
this raises the question 
how far this policy 
selected usages credit 
may extended its ap- 
plication the flow 
funds into security 
market 
and unchallenged. 


action was approved and reenforced 
the Federal Advisory Council for- 
mally adopted minute calling upon the 
member banks cooperate with the 
reserve banks order “to attain the 
end desired.” 


Bankers Often Object 


significance this new develop- 
ment policy can best seen 
against the broad background Amer- 
ican banking development. Very early 
this country’s banking history the 
policy laissez-faire non-interfer- 
ence government broke down. 
though the first and second United 
States banks were chartered Con- 
gress, banks generally were organized 
competing corporations under char- 
ters granted the state legislatures. 
obtaining charters and 
abuse privileges led increasing 
public regulation and supervision. This 
was directed, however, toward the pur- 
pose protecting the depositor and the 
note-holder. Safety was the objective. 
Beyond the needs safety there was 
little thought, through regulation 


871 


bank loans and discounts, trying 
control the apportionment bank credit 
use. 

Today, our national banking sys- 
tem and most our states, have 
elaborate banking codes, but these, too, 
have safety the depositor and 
note-holder mind, and very few 
questions social policy concerning the 
uses credit are involved. American 
bankers often object the degree 
governmental control which they are 
subjected. But, notwithstanding such 
natural objection, cannot gainsaid 
that governmental supervision, but- 
tressing public confidence banking, 
has been inestimable advantage 
the banks themselves. 

matters not related the safety 
depositor and note-holder, however, 
certainly down the Great War the 
dominant attitude financial circles 
America was against any attempt 
public regulation. The extension 
credit was regarded the responsibility 
those immediately concerned. The 
bank was held private business 
enterprise, free extend credit its 
own judgment profit 
might dictate. And, far prac- 
tical bankers pushed their philosophical 
speculations beyond this point, they 
usually concluded with the comfortable 
assumption that the pursuit private 
gain, under the beneficent influence 
competition, would, the long run, best 
promote the welfare the general 
public. 


Meddling Was Irksome 


adoption the Federal Reserve 
Act implied new modification 
free competition. Scattered reserves, 
inelastic currency, cumbersome clearings 
and general helplessness banks 
times stress—which were the chief 
weaknesses the old banking system— 
became increasingly serious, culminating 
the disaster 1907. Hence efforts 
were made weld our scattered and 
independent banks into some kind 
unified system. The object was make 
banking function more efficiently 
integral part closely knit business 
mechanism. Reserves were mobilized, 
flexibility some degree 
duced, and through control rediscount 
rates and open market operations, was 
hoped insure orderly handling 
the volume credit. But there little 
the Federal Reserve Act itself which 
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suggests the social regulation the 
uses credit. this point the framers 
the Act adhered the traditional 
policy reliance upon competition. 

The Great War, which broke out be- 
fore the Reserve System could put 
into operation, made extraordinary in- 
roads the policy competitive con- 
trol banking and finance. The float- 
ing the liberty loans required the 
mobilization investment machinery 
well systematic marshalling in- 
vestors. The issue securities any 
sizable amount had sanctioned 
the Capital Issues Committee. The Fed- 
eral Reserve Board exercised rather 
detailed supervision over 
change transactions and controlled with 
practical finality exports bullion. The 
Board also used its power moral 
leadership persuade bankers dis- 
carefully making loans 
advances. Only industries 
were receive the helping hand the 
banker. New York the so-called 
“money pool” limited the funds that 
were advanced brokers. All all, be- 
cause war needs, well war 
psychology, the social regimentation 
was, for the time being, drastic 
and inclusive. 

Naturally, bankers this meddling 
was irksome and was tolerated only be- 
cause war necessity. After the ces- 
sation hostilities great haste was dis- 
played getting rid it. Nowhere 
was “back normalcy” regarded 
more desirable, and nowhere more force- 
fully insisted upon, than the field 
credit and finance. exception sur- 
vived connection with the supervision 
foreign loans the Department 
State, but even this exception was re- 
sented. Now, however, the inflation 
the brokers’ loan account, and the specu- 
lation which has accompanied it, has 
stirred the whole question anew. 


Aim Regulation 


present agitation marks ad- 
vance policy because directed 
toward what may called “selective” 
“functional” well toward mere 
“quantitative” control credit. There 
has been for some years active dis- 
cussion quantitative control credit. 
This has been predicated upon the 
effectiveness the discount rate and 
open market operations central, re- 
serve-holding banks regulating ex- 
pansion and contraction. Students like 
Wesley Mitchell have advocated the 
use the discount rate checking the 
speculative advance prices 
“boom” phase the business cycle. John 
Maynard Keynes’ scheme for managed 
currency rested primarily the regula- 
tion credit through the cooperation 
the Bank England and the 
British government the interest 
stable price level. 

our own Congress the Strong Bill, 
concerning which extensive hearings 
were held and much expert testimony 
was gathered, also assumed the possi- 
bility stabilizing prices through the 
discount policy the Federal Reserve 
Board. The proposals growing out 


the brokers’ loan expansion, however, 
further. They imply that mere 
quantitative control credit through 
adjustment discount rates and 
through regulatory open-market opera- 
tions the Reserve Board are not 
adequate remedies for the difficulties 
that have arisen. They aim regula- 
quantity. 

The most interesting economic phase 
the problem under consideration 
that the relationship credit 
prices. Theorists all schools have 
recognized the existence the relation- 
ship, although there some difference 
opinion with respect its interpreta- 
tion. Down the present time, almost 
all discussion has assumed that the 
only serious point involved that 
the amount credit available. Here 
and there academic circles some 
writers like Cassel have talked 
selective credit extension means 
limiting the upward swing the 
business cycle, but the usual assumption 
has been that credit, like water poured 
flat surface, tends spread out 
every direction until reaches com- 
mon level. other words, has been 
assumed that credit tends uni- 
formly diffused throughout the price 
system. Changes credit have been 
associated, therefore, not with changes 
particular prices, but with changes 
the general level prices. 


Effects Easy Money 


XPERIENCE the United States, 

however, during the whole “easy 
money” period which recently came 
close, has run almost directly counter 
the “equal diffusion” assumption. This 
experience has demonstrated 
panding credit may flow particular 
markets, affecting some prices, but may 
leave many others untouched. 

is, course, generally known that 
during the period “easy money” there 
was enormous expansion credit. 
During the past four years total deposits 
all state and national banks and 
trust companies have increased some 
nine billion dollars. This new credit was 
not, however, 
throughout the business system. The 
bulk went into speculative and in- 
vestment operations securities. This 
point has already been elaborated 
critics recent bank policy, for 
example, Dr. Anderson, Jr., 
the Chase Bank bulletins. 
will suffice recall the main facts. 

The absorption credit the spec- 
ulative security markets has been espe- 
cially pronounced since the middle 
1926. According the reports the 
New York Stock Exchange, totals loans 
brokers advanced during the period 
from May, 1926 May, 1928 from $2,- 
767,000,000 $5,274,000,000. For two 
months thereafter, due agitation and 
pressure exerted the Federal Re- 
serve System, there was decline 
more than $400,000,000. But per- 
sistent was the speculative movement 
and attractive the call loan rates, 
that new upward swing was stim- 
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ulated, and Jan. the Stock Ex- 
change authorities reported total loan 
account Just year 
before the total was $4,420,352,541! 

Moreover, the credit absorbed the 
stock brokers means that 
utilized security operations. The 
banks make direct loans their cus- 
tomers securities collateral and 
are themselves heavy purchasers 
securities their own account. While 
bank customers may put stocks and 
bonds collateral for ordinary 
ness purposes, American practice 
the whole does not run that way, and the 
bulk the collateral loans are made 
finance speculative undertakings. For 
something over 600 reporting member 
banks the principal cities the 
country, loans stocks and bonds grew 
irregularly from $5,500,000,000 ap- 
proximately $7,500,000,000 the inter- 
val from May, 1926 January, 1929, 
and bank purchases securities for 
the banks’ own account increased from 
$5,750,000,000 something over $6,000,- 
during the same period. Taken 
together there thus disclosed for these 
600 member banks expansion for 
security loans and investments well 
over $2,000,000,000. 

the other hand, while expansion 
for security operations developed thus 
indicated, all loans the re- 
porting member banks, which loans are 
mainly, although not exclusively, for 
commercial operations, increased only 
about half much. 


Ineffective Policies 


NTIL sent its now famous letter 

the Reserve banks the measures 
control attempted the Federal Re- 
serve Board concerned only restriction 
the volume credit. Through the 
curtailment its purchases bills 
the open market, through the sale 
government securities and later through 
advances the official discount rates, 
the Reserve System, helped the heavy 
exports gold last year, succeeded 
making money “tight.” Call loans soared. 
virulent, however, was the specula- 
tive fever that its progress was only 
slightly impaired tight money. Along- 
side gain two three points 
day principal per cent year 
for interest looks small. 

inquire this point why the “tight” 
money policy first essayed the Board 
was only slightly effective curtailing 
the flow credit into security specula- 
tion. The policy proved relatively in- 
effective for number reasons. was 
not necessarily effective applied 
the member banks themselves. Some 
them have been known for the sake 
profit quite openly neglect the sug- 
gestions the Reserve authorities and 
borrow heavily from the Reserve 
System lend higher rates the 
Stock Exchange. the second place 
there has been increasing tendency 
the part corporations, and even 
individuals, lend, through New York 
banks, surplus funds the call market. 
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How Germany Sees Reparations 


Conference 


ROBERT CROZIER LONG 


The Dawes Plan Now Popular Institution Germany and 
There Pronounced Sentiment Against Radical Modification. 
Belated Recognition Its Advantages Has Added Its Popu- 
larity. Will Not Decide the Issue Paris. 


LMOST any frank German who 
country demands from the Paris 
Reparations 

answer: “The new Experts’ Committee 
ought confirm and perpetuate the 
Dawes Plan, while fixing the capital debt 
and revising the annuity.” 

This view being expressed 
many Germans that the Dawes Plan, 
with only slight exaggeration, might 
described the most popular institu- 
tion known Germans. During the 
four months preceding 
(February scores German experts 
have committed themselves the ap- 
parently paradoxical view. 

The paradox arises from the fact 
that Geneva September, 1928, 
Germany welcomed the proposal for 
new reparations conference, the task 
which, was assumed, would bury 
honorably the plan and elevate 
successor. But Germany, now ap- 
pears, does not want the burial the 
Plan. She wants have subjected 
surgical operation which will keep 
healthy for years come. The surgical 
operation consist heavy reduc- 
tion the Dawes’ standard annuity 
2,500,000,000 marks. 

The Dawes Plan popular Ger- 
many both for old and new reasons. 
The old reason that the Plan brought 
foreign loans which put industry 
upon its legs, that increased produc- 
tion and national savings, stabilized the 
currency, balanced the budget, and 
fostered the “Locarno spirit” which ter- 
minated the international boycott 
Germany. 


Causes New Popularity 


those advantages lie the past. 
The new popularity the Plan 
due belated recognition its ad- 
vantages for the future. These ad- 
vantages became visible only when Ger- 
mans considered all the possible sub- 
stitutes for the Plan which the Paris 
Conference might recommend. None 
the substitutes, soon appeared, were 
advantageous Germany the 
Plan. 

Germans have here got into sort 
opposition the Agent General for 
Reparations. The essential features 
the Dawes Plan are: First, the super- 


vision departments the commissioners 
and trustees which are housed the 
Berlin Luisenstrasse; and second, the 
“transfer protection,” the rule that 
transfers shall made cash kind 
the Allies the making them 
would threaten the stability Ger- 
many’s currency. But his report 
December, 1927, Parker 
claimed for final reparations settle- 
ment “without foreign supervision and 
without transfer protection.” That is, 
Mr. Gilbert did not consider that the 
main features the Dawes Plan ought 
constitute part final settlement. 

And now Germans, though they admit 
Mr. Gilbert’s fairness and friendliness, 
not want his kind settlement. They 
want retain the “foreign supervision” 
and the “transfer protection.” They are 
ready sacrifice both for really valu- 
able equivalent—the reduction the 
annuity one-half one-third. But 
they are not confident that the annuity 
will greatly reduced. so, they ex- 
claim, let keep the Plan which will 
universal safeguard case the an- 
nuity proves beyond 
powers. 


Germany Cannot Prove 


fear that the annuity will not 
reduced based part upon Mr. 
Gilbert’s optimistic report December 
last. The report clearly implied that 
the present annuity could continue 
paid. The fear based greater 
part upon Germany’s admitted inability 
prove facts and figures that she 
cannot pay. 

Germans believe that examining 
their payment capacity the Paris Con- 
ference will follow the sound lines 
the Dawes Committee. will not ask 
what total annuity can Germany pay. 
Like the Dawes Committee, will ask 
whether the different German contribu- 
tory sources can bear their respective 
burdens. The answer will inevitably 
that each the contributory sources 
can easily bear its present burden. 

The Paris Committee will find out the 
following striking facts: 

The controlled revenues, which have 
secure budget contribution 1,250,- 
000,000 marks, 
marks the first annuity year, and 
2,852,000,000 marks the fourth. 
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The transport tax, which secures 
contribution 290,000,000 marks, yields 
340,000,000 marks. The security per- 
fect because based upon railroad 
passenger and freight traffic which has 
steadily rising tendency and which 
even bad trade times does not recede 
seriously. 

For the same reason the Railroad 
Corporation’s contribution 660,000,000 
marks assured. Railroad takings 
from year year, and were 5,140,- 
000,000 marks 1928 against 4,699,- 
000,000 marks 1925. 

When the Paris Committee inquires 
into the industrial bonds, which con- 
tribute 300,000,000 marks, will find 
that this sum constitutes only 0.68 per 
cent per annum the capital the 
contributory undertakings, 
owing expansion industry, the per- 
centage has late declined. will 
find that after paying 76,000,000 marks 
for reparations the 360 industrial con- 
cerns which are primarily liable were 
able pay 577,000,000 marks divi- 
dends. 

These figures will alone enough 
prove the Committee that the internal 
mark annuity much more easily paid 
Germany than even the optimistic 
Dawes Committee expected 1924. 


Export Showing Satis- 
factory 


regard the “transfer 

though this matter theoretical 
doubt and contention—the Committee 
will find equally encouraging indications. 
will find that between 1925 and 1928 
German exports (without reparation 
deliveries kind) rose from 8,930,000,- 
000 marks 11,786,000,000 marks, 
rise per cent; and that the 
same pace maintained exports 
1931 will exceed 15,000,000,000 marks. 
will find, the agent for reparations 
emphasized his report June, 1928, 
that this accidental export increase, 
but that “reflects the greater export- 
ing capacity which comes from large 
production, together with increased 
power foreign countries buy.” 

That the—for un- 
pleasantly favorable condition which 
the Paris Committee will have begun 
examining before this article appears. 
The facts not point any sub- 
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stantial reduction the annuity. But 
substantial reduction the annuity 
Germany’s only immediate interest. 
The capital debt and the term its 
amortization largely concern the next 
generation. The immediate annuity 
concerns the living business man, who 
would gain direct monetary relief were 
the industrial bonds reduced, would gain 
indirect relief were the railroad bonds 
reduced, and would gain through lower 
taxation were the budget contribution 
reduced. 

But Germans realize that whatever 
annuity the Committee finds reason- 
able will the end determine the 
amount the capital debt and the term 
amortization. The Allies, they know, 
will contend for high annuity 
possible. Germans honestly believe that 
the annuity which will fixed will 
exceed their payment-capacity the 
stances they see for 
extraordinary advantages the Dawes 
Plan system and the extraordinary dis- 
advantages paying reparations with- 
out the safeguards the Plan. 

The advantages lie the elasticity 
the Plan, mainly the Plan’s system 
supervision and “transfer protection.” 
Connected with them Article 234 
the Versailles Treaty, article entirely 
Germany’s interest, which opera- 
tive long the Plan maintained 
but which will automatically become 
void the Dawes system payment 
abolished and absolute and fixed 
German debt the Allies interna- 
tional capital created. 


the Plan Were Abolished 


disadvantages abolishing the 
Dawes Plan system and organization 
are plain every German. the Plan 
abolished, the new payment system 
will inevitably foreign 
supervision and “without transfer pro- 
tection.” The reparations debt will 
direct debt the Allies, interna- 
tional capital, conceivably (if there 
general re-shuffle war debts) 
the United States. that case, 
Germany unable pay she will have 
other course than proclaim bank- 
ruptcy. She will unable demand 
remission postponement. 

Every German sees that. his new 
book Germany Under the Dawes Plan, 
Prof. Max Sering Berlin writes that 
under new plan, differing from the 
Dawes Plan, Germany could expect 
alleviation, even the United 
States should moderate cancel her 
claims upon the Allies.” 

The retention the Dawes Plan 
offers Germany infinitely more 
favorable prospect. The Dawes Plan 
debt which 
must paid all circumstances. 
elastic. provides for reductions 
the annuity certain contingencies 
arise and even provides for possible 
complete suspension the annuities. 
And independently, Article 234 the 
Peace Treaty authorizes Germany 
any moment apply for relief, and 


requires the Allies consider applica- 
tion. 

The three provisions the Dawes 
Plan which offer possibilities relief 
are: First, the transfer protection; 
second, the price regulation; third, the 
index prosperity. 

Outside Germany the “transfer pro- 
tection” usually regarded mere 
protection for the German currency. 
Within Germany regarded pro- 
tection for Germany. 
clauses the Plan provide that marks 
paid the Agent for Reparations can- 
not converted into exchange without 
destroying the stability the mark 
currency, the Transfer Committee, 
after making certain accumulation, 
shall reduce the annuity the sum 
which can transferred without de- 
stroying stability. marks can 
transferred all then the annuity must 
entirely suspended. 

The Dawes Committee saw nothing 
impossible the entire untransfer- 
ability the marks and therefore 
the entire suspension the annuity. 
expressed opinion one way the 
other whether marks could 
transferred. alone,” said, 
“can show what transfer into foreign 
currencies can practice made.” 
“Experience,” that means, might prove 
that marks could transferred, and 
this the complete, only 
temporary, liberation Germany from 
reparation payments. 


Prices Down 


IMILARLY the Dawes 

visions about prices offer Ger- 
many the prospect relief. prices 
burden would correspondingly increase. 
Europe expects that owing the long 
peace which hoped for and owing 
improved production 
will down. so, under the Dawes 
Plan, Germany will escape any increase 
her burden. The Plan prescribes that 
should prices vary per cent from the 
prices 1928, either party may claim 
revision the annuity. 

the Dawes Plan disappears and 
fixed and absolute debt created, 
Germany’s position this matter would 
much worse. Her payment burden 
might increased price fall, but 
she would unable reduce her in- 
terest payments foreign bondholders. 
the contrary the bondholders would 
rejoice the gain accruing them 
from the rise the value the interest 
money. Germany would the loser. 
She therefore strongly interested 
the retention the price provisions 
the Dawes Plan; and, for this reason, 
she necessarily antagonistic all 
“commercialization bonds” projects. 

The Dawes Plan prosperity index con- 
tains provision calculated help 
Germany certain contingencies. 
Though the Plan provides for increasing 
the annuity prosperity increases, 
does not provide for cutting down 
prosperity declines. But declares 


that should the prosperity index show 
decline, then when prosperity again in- 


creases increase the annuity shall 
take place until Germany has made good 
the loss she suffered paying the full 
annuity during the decline period. 


The Examination Privilege 


134 the Versailles Treaty 
part the Dawes Plan, but 
offers valuable protection Germany. 
long the Plan exists Article 134 
can put into force, but fixed and 
irreducible debt abroad replaces the 
more less elastic Dawes Plan 
the valuable protection will cease. 
article prescribes that after May 1921, 
the Reparation Commission shall from 
time time examine the resources and 
payment capacity Germany and give 
fair hearing her representatives, 
and that, with the permission the 
Ally governments, the Commission may 
remit reparation payments. 

This provision entirely incompatible 
with the existence fixed and absolute 
debt the Allies, international capi- 
tal, the United States. Once the 
debt fixed and absolute, there will 
possibility examining Germany’s 
payment-capacity “from time time.” 
Foreign bondholders will not consent 
depend for their interest upon tests 
Germany’s capacity. The sacrifice 
the Dawes Plan therefore involves for 
Germany sacrifice one the few 
clauses the Versailles Treaty which 
are entirely her interest. 

The Plan, Germans say, has the fur- 
ther advantage that its Berlin control 
organization medium for inquiry 
and explanation. Germany knows that 
the organization will report faithfully 
she really unable pay. Without 
Ally organization Berlin there 
examine Germany’s condition, and 
such circumstances she defaulted 
payment the world outside would pre- 
cipitately conclude that she was sham- 
ming. 

For all these reasons German experts 
—among them the banker, Bernard 
Dernburg, declare that the mere reten- 
tion the “transfer protection” not 
enough. necessary, they add, 
retain also all the guarantees the 
Dawes Plan. 

Germany sees other advantages the 
“transfer protection,” the outstanding 
feature the Plan. These advantages 
are great that every German author- 
ity without exception declares either that 
the “protection” must retained 
definitely, that must retained 
until Germany makes further enormous 
progress, that must surrendered 
only the condition that the annuity 
cut down fraction the present 
annuity. 


Trade Congress Wants 
Protection Continued 


German Industrial and Trades 
Congress affirms that “transfer pro- 


must not cease until Germany 


has sufficient capital finance her de- 
velopment without foreign borrowing, 
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Record Year for Trust Service 


FRANCIS SISSON 


Vice-President, Guaranty Trust Company, New York 


Survey Reveals Past Year Best History Trust Service. 


Appointments Under Wills Increased Forty-Nine Per Cent and 
Billion Dollar Mark Was Gained Life Insurance Protected. 


year 1928 will down 
fiduciary history the best ever 
experienced the trust com- 
panies and banks the United 

States engaged extending trust ser- 

vice. This statement may amply 

supported the results national 
survey just completed the Trust 

Company Division the American 

Bankers Association. 

With returns from trust companies 
and banks all parts the country, 
evident the impressive headway made 
during the past few years being con- 
tinued. one respect, the last year 
will afford landmark the trust 
movement. witnessed the gaining 
the $1,000,000,000 total life insurance 
protected trust agreements. The 
future holds much promise view 
the fact that ever-increasing number 
Americans are beginning think 
terms income instead reckoning 
insurance lump sum values. 

Questionnaires were sent out trust 
companies and banks doing trust busi- 
ness asking them report the number 
times they had been named executors 
and trustees under wills last year, the 
number insurance trusts obtained and 
the amount insurance covered 
them. Returns from 665 actively en- 
gaged trust business showed total 
44,375 appointments executors and 
trustees under wills during 1928. 

considerable number trust de- 
partments are meeting with notable suc- 
cess obtaining wills and trusts. For 
the year 1928 there were seventy-five 
institutions reported which 
named more than 100 times each, their 
total being 26,622. There were thirty- 
five institutions which had been named 
more than 200 times each. Six institu- 
tions reported more than 1,000 appoint- 
ments each. The largest was 4,816, the 
second was 1,700 and the third was 1,504. 


Impressive Figures 


difficult appreciate the signifi- 
cance these figures—what they 
mean tremendous testimonial 
reflecting the public’s recognition the 
integrity, efficiency and superior quali- 


fications trust institutions the 
administration 
estates. 


The comparative figures for preceding 
years are equally impressive. These 


same institutions reported 29,814 ap- 
pointments during 1927, which shows 


Both Large and Small Estates Turning Corporate Trustees. 


Every Two Years 


the 
corporate trustee 
growing rapidly that 
the rate increase shown 
1928 the number 
estates settled banks 
and trust companies would 
double every 
The striking gains trust 
business reflected the 
latest figures are the 
opinion Mr. Sisson, 
tremendous testimonial 
the public’s recognition 
the integrity, efficiency and 
superior qualifications 
trust institutions the 
administration 
servation estates. 


the 1928 increase total 14,407 
per cent. this rate, the number 
estates settled banks and trust 
companies would double every two years. 
The first survey determine how 
rapidly the trust idea was taking hold 
national scale was made last year. 
covered five-year period. The 
growth was shown figures from 750 
active institutions. According their 
returns, they were named executor 
and trustee 5,899 times 1923; 7,878 
times the next year; 12,926 1925; 
19,128 1926 and 27,983 1927. 


Growth Percentage 


rapidity with which trust ser- 

vice growing may expressed 
comparison percentages for these 
six years: 1928 increased 655 per cent 
over 1923, 462 per cent over 1924, 243 
per cent over 1925, 132 per cent over 
1926, per cent over 1927. 

Even this swift moving age, 
are keeping with the onward pro- 
cession. 

position know definitely how many 
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wills are existence under which 
has been named executor trustee. 
Every day wills are being offered for 
probate that bring this news trust 
companies and banks. the future, 
the result widespread advertising and 
the growing regard the public for 
trust services, may confidently 
expected that there will more welcome 
surprises this nature. 

only natural that the people with 
the larger fortunes should name trust 
companies and banks settle their 
estates. the questionnaires sent 
the Trust Company Division, institu- 
tions were requested give the number 
estates above $1,000,000 for which 
they had been appointed executor 
trustee. While many reported they did 
not have this information available, 397 
estates above the $1,000,000 for 1928 
was recorded, practically per cent 
increase over the preceding year. These 
figures bear out the belief that in- 
creasing number men with much 
wealth are naming corporate fiduciaries 
administer their estates. 


Faith Demonstrated 


CCORDING estimate made 
Joseph McCoy, expert 
the United States Treasury Depart- 
ment, there are total 14,000 mil- 
lionaires the whole country. the 
basis the returns our question- 
naires, more than one-twentieth these 
wealthy Americans have named banks 
and trust companies during the past two 
years settle their estates ad- 
minister trusts which they have created 
under their wills. This statement 
the side conservatism because num- 
ber the largest institutions did not 
supply information their appoint- 
ments and several trust companies stated 
some their wills file were for 
estates this size but did not indicate 
the number. 

Another proof that wealthy and fa- 
mous men large numbers are entrust- 
ing the settlement their estates 
trust institutions found the probate 
court records. The two largest estates 
probated recent months are 
those Payne Whitney and Thomas 
Fortune Ryan, New financiers. 
The Whitney estate was appraised 
$194,000,000 and the Ryan estate, the 
time the will was filed for probate, was 
estimated from $100,000,000 $200,000,- 

(Continued page 948) 
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Income Out Common 


WADDILL CATCHINGS 


Earnings Common Stock Investments Greater Than Bonds. 
Records Income From Both Classes Securities Show the 
Most Satisfactory Results from Common Shares. Trust Company 
Attitude Past Considered Wrong and Change Impending. 


has only been within the last few 
years that some banking firms which 
have long been issuing common 
stock have been willing adver- 

tise the sale common stocks. has 
only been within the last year two 
that very large agencies for the distri- 
bution securities have been willing 
issue common stock. the present 
time, growing, and will not 
long before most investment houses will 
issue common stocks well 
bonds. 

The public itself has indicated in- 
creasing interest common stocks. 
quite apparent that the general public 
today taking more intelligent in- 
terest common stocks, buying com- 
mon stocks with better discrimination, 
buying stocks more for investment than 
any time the past. 

Recent studies indicate that mat- 
ter actual fact there considerable 
record today satisfactory results from 
intelligent investment common stocks. 
calculation made the situation 
Harvard University disclosed that they 
have common stocks cost $13,- 
000,000 and market value $23,000,- 
000. 

study made the results in- 
vestment ordinary shares each 
the six largest English companies 
nine different groups, dividend-paying 
stocks, and groups including 
railways, public utilities, and forth, 
comparison with equal amount in- 
vested the preferred debenture 
stocks the same companies, indicates 
that over period from 1912 1926 
there was each year very substan- 
tially greater income, the figures being 
per cent, with average annual 
appreciation 1/5 per cent against 
average annual decrease the capital 
value the debentures and preferred 
stocks. 


Income From Stocks 


more recent period, from 
1921 1926, and not extended 
period which includes period falling 
prices, the results are that the ordi- 
nary shares there appreciation 
the same companies per cent, that 
is, the ordinary shares, and the de- 
benture shares depreciation 
per cent. 

the investment experience bonds 
and stocks the twenty-five largest fire 


The Earnings 
Count 


theory 
investments which 
effect challenges the usual 
banking policy presented 
here connection with the 
possible returns from com- 
mon stock compared 
with preferred shares 
bonds. The point made 
that earnings count more 
than assets determining 
the value the securities 
company from in- 
vestment standpoint where 
there not only the factor 
but the prospects for in- 
come. 


insurance companies indicates the same 
sort experience right along, much 
greater income naturally 
than from bonds, and average income 
over the nineteen years little over 
per cent bonds. every year the 
average income for all the twenty-five 
companies was greater from stocks than 
from bonds, and every one the 
twenty-five companies for the nineteen 
years there was greater total net gain 
from stocks than from bonds. 

grouping the companies, there 
this interesting comparison, that the first 
five companies had average 
investment common stocks out their 
total investment per cent; the sec- 
ond five had average investment 
per cent; the third five had aver- 
age investment per cent; the 
fourth five had average investment 
per cent, and the last five had 
average investment per cent. 


Broad Average Important 


the past twenty-two years 
firm has issued forty-nine com- 
person had invested 
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mon stocks. 


$10,000 each one those issues, 
would have obviously had total in- 
vestment $490,000. The average life 
that investment over that period 
little over seven and half years. The 
holder would have had average in- 
come over per cent cash and 
average market increase the value 
securities per cent. That the 
average forty-nine companies, and the 
issue which was probably the most suc- 
cessful the day issue, security 
which was issued $60 share and sold 
the day issue $105, has turned 
out the poorest. That indicates how dif- 
ficult judge individual common 
stocks and how important any 
investment program common stocks 
get broad average that the losses 
some stocks are made the ap- 
preciation other stocks. 

very strong opinion, from this 
experience, that almost impossible 
reach sound judgment with regard 
particular stocks. Subject any in- 
dustrial company any test and there 
are changes which may occur business, 
there are changes which may occur 
management, there are all manner 
vicissitudes which business 
ject, that will make almost impossible 
forecast the future any one com- 
companies and averaging the risk, that 
one can all sure the future 
course. 


Offsetting Mistakes 


seems the moment that the 

trust company’s attitude toward com- 
mon stocks investments more 
less colorless. short while ago 
most them were quite convinced that 
all investments should made bonds 
preferred stocks. That was com- 
fortable position take, but the beauty 
business that our decisions are not 
theoretical decisions, but that the facts 
happen after our decisions are made, and 
find out whether were right 
wrong, and have face the music. 
whatever may be. 

these statistics indicate real con- 
dition with regard common stock in- 
vestment, the attitude which trust com- 
panies took the past was wrong. 
think that there has been some wonder 
the part most trust companies 
whether that position was not wrong, 
and there has been gradual shifting, 
but far can observe, the general 

(Continued page 937) 
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What They Leave Behind Them 


JOSEPH MCCOY 


Government Actuary 


Property Holdings Decedents Follow Well Defined Trends. 
Smaller Estates Hold Greatest Proportion Real Property. 
Percentage Stocks and Bonds Hold Increases with Size 


Estates. 


American people, prior 
about 1916, had less knowledge 
the details the condition 
and business their own coun- 
try than had several European govern- 
ments. All that was known about the 
potential capacity our industries was 
the information collated the Bureau 
the Census and the Department 
Agriculture. These statistics often over- 
lapped and differed widely, and there 
was little check upon their accuracy. 
The amount and value our imports 
was known, was the condition and 
assets our banking institutions, the 
Treasury Department furnishing this 
information. The details our export 
trade were known lesser extent. 

The fact is, the only reliable statistics 
business are those the collection 
which some way governed 
dollars and cents. Because our cus- 
toms laws our import statistics are re- 
liable, the Treasury collecting import 
duties; having export duties, our 
export statistics, especially the 
final destination goods exported, are 
less satisfactory. 

did know our annual production 
spirits, beer, and manufactured 
tobacco, there being Federal tax col- 
lected the Treasury thereon. 
the extent and nature our business 
facilities, the number and capital our 
corporations, the number 
concerns, the name and number firms 
engaged any particular line busi- 
ness, the salaries paid, the range 
incomes, the capacity our people 
absorb articles any kind, all this was 
simply conjecture, and sometimes rather 
expensive conjecture. 


Business Tabulated 


example, around 1910 certain 
foreign government desired know 
the number and location the United 
States derricks powerful enough 
handle loads 100,000 pounds more. 
sent agent here, who toured the 
entire country and made report his 
government this, and, believe, 
many other things which our gov- 
ernment was itself entirely ignorant. 
About that time questions were begin- 
ning come the Treasury from the 
Congress with increasing frequency, 
statistics that were really necessary 
good legislation, and which there 
was record. This know personally, 


400,000 Estates 


BOUT 400,000 estates 

with total value 
some $5,150,000,000 pass 
annually death within 
the United States accord- 
ing the estimate Mr. 
McCoy, statistical expert 
the Treasury. banks 
with trust departments 
this can mean but one 
thing, that there vast 
field for their activities 
yet unexplored and 
field that growing the 
wealth the nation in- 
creases. Furthermore, the 
trends property holdings 
disclose the need for expert 
administration. 


often mine was the task replying 
them. 

This condition, however, has changed. 
The great source internal commercial 
and financial statistics the Bureau 
Internal Revenue the Treasury De- 
partment. The numerous war taxes, the 
administration which was entrusted 
this bureau, have resulted, addi- 
tion the collection billions dollars 
revenue, the collection business 
statistics that are incalculable value. 
The statistics far tabulated and pub- 
lished have but scratched the surface 
those file. Those printed already 
give the distribution income 
number, locality, and income zones, both 
corporations and individuals. The 
bureau has tabulated business 
number, kind, prosperity, income, and 
corporation investment. 


Prosperity Reflected 


OME this information, far 
published, gives the number 
returns filed annually account 
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Prosperity Reflected Recent Estate Tax Returns. 


decedents whose death took place sub- 
sequent September 1916, and prior 
December 31, 1927, period over 
ten years. Where death occurred prior 
February 26, 1926, the gross value 
each these estates amounted 
$50,000 more, and when death took 
place after that date, the value amounted 
$100,000 more each. Returns filed 
subsequently December 31, 1927, have 
not been tabulated made 
public. 

The printed statistics divide these 
returns into those with net estate, 
and those with taxable net estates. The 
taxable returns are divided value 
into twenty zones, the first with net 
taxable estates less than $50,000, and 
the highest with net taxable estates 
$10,000,000 and over. Since the begin- 
ning this law December 31, 1927, 
there have been made 118,275 returns, 
with total gross estates valued $26,- 
548,000,000, account resident de- 
cedents, and 11,645 gross estates valued 
$312,000,000 account non- 
resident decedents. Due exemptions 
and deductions, this gross estate was 
reduced total net taxable estate 
amounting nearly $15,250,000,000 for 
resident decedents, and $290,000,000 for 
non-resident. The total tax returned 
was $857,000,000 resident decedents, 
and about $12,000,000 non-resident. 

These statistics show that for resident 
decedents there were returns covering 
average 10,486 deaths year, in- 
volving annual average property 
value $2,355,000,000. 

Statistics show that from 1922 
1926 the annual number returns did 
not vary materially. The figures for 
1927, however, show falling-off the 
number returns over 3000 resident 
decedents. This clearly due two 
factors, first, the increase $50,000— 
100 per the specific exemption 
from the tax, and second, the extension 
the time, for cause, which file 
the return and pay the tax. Although 
the number returns filed during 1927 
was much below, the average gross 
estate was much higher than the above 
average. This number returns de- 
creased about per cent, while the 
average gross estate returned increased 
value fully thirty-three and one-third 
per cent. This can only mean that pros- 
perity was reflected the fortunes 
those dying. 
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The Cost Dying 


STUDY the value the total 

estate that really passes the 
heirs the decedents may in- 
terest. The gross estate all resident 
decedents returned during 1927 amount- 
some $3,146,000,000. The deduc- 
tions that must made cover the 
cost dying, and the liquidation 
indebtedness amounted almost $532,- 
000,000. Funeral and administrative 
expenses amounted nearly $130,000,- 
000. Out total tax returned 
almost $101,000,000, the Federal gov- 
ernment received less than $41,000,000. 
credit nearly $60,000,000 ac- 
count death taxes paid the states 
accounted for the rest. Nearly $311,- 
000,000 was spent liquidating in- 
debtedness these decedents. Under 
prior law the credit for death taxes paid 
the states, etc., could not exceed 
per cent the gross Federal tax, but 
under the 1926 Act cannot exceed 
per cent the tax. 

This shows that the total indebtedness 
those for whom returns were filed 
amounted approximately per cent 
the entire value the estates re- 
turned, and the cost dying, which 
includes death taxes, funeral and ad- 
ministration expenses, about per 
cent additional. That is, the value 
the estate all heirs was reduced about 
per cent. 

study the form which the 
wealth these decedents was held, 
the time their death, very interest- 
ing. all the returns made 1927, 
the average percentage the total 
estate the form real estate was 
per cent. The smaller the estate, 
the greater the proportion 
Where the gross estate returned was less 
than $50,000, about per cent was 
the form real estate. This percent- 
age continued steadily decrease 
the value the estate increased, until 
estates $10,000,000 and over held only 
per cent their value the form 
real estate. 


Stock and Bond Holdings 


holdings stocks corpora- 
tions exactly reversed 
The average all estates showed that 
38.9 per cent the total was the 
form corporate stock. Gross estates 
less than $50,000 held only 11.1 per 
cent their total value stocks. This 
percentage steadily increased until net 
estates $10,000,000 more held over 
per cent their total value stocks. 

With bonds this rule seemed hold 
until net estates $1,000,000 were 
reached, when further increase gave 
way greater increase the hold- 
ings stock. The average for the total 
gross estates returned was nearly per 
cent the form bonds all kinds. 
About one-fourth these holdings were 
United States bonds; another one-fourth 
were state, municipal, county and 
similar tax-free bonds, and 
mainder were miscellaneous bonds all 
kinds. the zone including gross 
estates less than $50,000, only per cent 


the total value was the form 
bonds. This increased until the million- 
dollar-estates were reached with per- 
centage over seventeen, which was 
reduced about per cent the case 
net estates over $10,000,000. 

The percentage the total gross 
estate held the form cash hand, 
averaged over per cent. Seventeen 
per cent the value estates not 
excess $50,000 was this form. This 
percentage steadily decreased until the 
holdings net estates excess 
$10,000,000 were trifle less than 
per cent. 

Insurance formed little less than 
per cent the total all estates, but 
naturally decreased the estate in- 
creased. Those excess $10,000,000 
held less than third one per cent 
insurance. 


Distribution States 


only other item importance 
which went make the value 
these estates was the form jointly 
owned property. Property whatever 
kind character, whether real estate, 
personal, bank accounts, which, 
the time his death, the decedent 
held interest, either joint tenant, 
returned under this heading. fact, 
the burden upon the executor prove 
that anything less than the value the 
entire property held shall included 
the estate the decedent. This item 
does not include property which the 
decedent held interest tenant 
common. Such interest must 
included under its appropriate form 
property, also must any interest 
partnership. The holdings all 
the gross estates returned during 1927, 
under this heading, was about per 
cent their total value. Net estates 
valued less than $50,000 held about 
per cent their total this form 
property, while those valued $10,000,- 
000 and over held over per cent. 
The distribution the returns for 
estate tax, states, follows roughly 
their order rank population. 
the total number returns filed during 
1927, about one-sixth were from New 
York, with value little less than 
one-fourth the total value. 
vania came next, with about one-tenth 
the total number returns, with 
value something less than one-ninth 
this total. came third, with 
about one-eleventh the number, but 
was exceeded value both California 
and Massachusetts. The fact that 
these five states were responsible for 
trifle over one-half the total number 
returns, and with considerably over 
one-half, about per cent, the total 
value. Every state the Union was 
represented these returns, addition 
the District Columbia and Hawaii, 
although Nevada had only one return. 
The tax upon estates due and pay- 
able one year after the death the 
decedent. for any reason the Com- 


missioner Internal Revenue believes 
that would hardship for the tax 


paid due date, can extend 
the time payment not exceed five 
years. Interest begins run, case 
extension, six months after the due 
date, per cent per annum. The 
1927 returns show that over per cent 
the total returns were filed before 
due, with value over per cent 
the total returned. About per cent 
the total returns were filed more than 
two and half years after death. 


Many Millionaires 


the millionaires dying yearly 
the record shows that 307 returns 
net estates, and 412 gross estates, 
valued each excess 
000, were made during 1927. During 
the last five years prior 1928 returns 
were made 1201 estates that were 
taxed the basis over $1,000,000 
each, while 1777 returns were made for 
gross estates, each excess $1,000,- 
000. course all these latter 
decedents were not called million- 
aires, the debts some would reduce 
the value their estates below the 
million dollar mark. 
evident that many millionaires die each 
year. 

addition the estates resident 
decedents made during 1927, returns 
were filed covering the estates 1347 
non-resident decedents, with 
value about $27,000,000, with net 
value about $25,750,000 their 
estates located within the United States. 
From these, $755,000 tax went the 
Federal government, together with some- 
thing over $96,000. credit for tax 
paid the states. 

From the foregoing have record 
for 1927 the returns 10,700 estates 
passing death, with gross value 
about $3,175,000,000. Funeral and 
administration expenses amounted 
about $131,000,000. These two items are 
separated the returns made the 
bureau, but are not segregated the 
published reports. amount almost 
exactly equal this was left chari- 
table, public and similar bequests that 
were exempt from taxation. 

addition the estates above 
analyzed, probable that about 3000 
persons with gross estates between 
$50,000 and $100,000 died during the 
year 1927. This would mean that estates 
valued about $3,500,000,000 pass an- 
nually, the present time, death 
within the United States that could 
administered profitably both the heirs 
and the trust organizations the 
country the latter. addition, some 
385,000 390,000 individuals die an- 
nually with estates that must ad- 
ministered valued some $1,650,000,000. 
This means that grand total some 
400,000 estates, with total value 
$5,150,000,000, pass annually death 
within the United States. 


New banking facts are worthless un- 
til put practical utilization. The 
JOURNAL constant incentive your 
staff adopt new ideas; create new 
methods; work out new plans for the 
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Bank Tax Bill Tabled House 


Chairman McFadden tells Congress Bars Protection Estab- 
lished Sec. 5219 Cannot Lowered and States Should Mold 
Bank Tax Laws According National Standard Which Im- 
possible Vary Meet Peculiarities Few State Tax Systems. 


Banking and Currency Com- 

mittee the House Represen- 

tatives Friday, February 22, 

rejected motion Represen- 
tative Goodwin Minnesota that the 
Committee favorably report his bill (H. 
8727) amend section 5219 
Revised Statutes under which the states 
would permitted place national 
bank shares the same tax class busi- 
ness real estate and institutions receiv- 
ing checking deposits; and unanimous 
vote, with the exception 
tative Goodwin, adopted motion lay 
the table. 

This action ends, far the 70th 
Congress concerned, the attempt 
the part certain tax commissioners 
procure from Congress amendment 
Section 5219 which has been opposed 
the American Bankers Association 
unwise and unnecessary and, pointed 
out the Comptroller the Currency, 
would give the states the right destroy 
Federal instrumentality. 

The following excerpt from the Con- 
gressional Record February 27, con- 
taining the remarks Chairman 
McFadden the House Committee 
Banking and Currency the House 
Representatives February 26, 
printed for general information. 

the view forcefully expressed 
that face the plain duty Con- 
gress safeguard national banks 
against discriminatory taxation, the bars 
protection now established under Sec- 
tion 5219 cannot lowered and that 
state legislatures should 
bank tax laws according the national 
standard which impossible vary 
meet the peculiarities few state 
taxing systems. 


State Taxation National 
Banks 


having been many 
quiries during the past sessions 
Congress relative the question 
amending the law affecting the state 
taxation national banks, view 
the fact that there can now action 
Congress this session, deem 
advisable give expression own 
personal views this important subject. 
“The bills 8727 and 14001 
would permit the state taxation na- 


tional-bank shares ‘greater rate 
than that assessed within the taxing 
district the bank’s location upon real 
estate used for mercantile like busi- 
ness purposes,’ nor higher than 
assessed upon shares corporations 
engaged the business receiving 
deposits subject check the capital 
individuals likewise employed that 
business. 

“From the very inception the per- 
mission Congress the states tax 
national bank shares and making sub- 
sequent amendments thereto, Congress 
has recognized the fact that allow 
tax classification national bank shares 
with only very limited part the 
moneyed capital competing with banks 
would not safeguard the national banks 
against excessive taxation the states. 

well known that there vast 
amount moneyed capital competing 
with banks outside that employed 
the business receiving deposits sub- 
ject check. Under the proposed legis- 
lation alleged that such moneyed 
capital could favored and national 
banks discriminated against. 

“The Comptroller the Currency, 
his 1928 annual report Congress, says 
this pending legislation ‘that feel 
duty call the matter the atten- 
tion the Congress and recommend that 
none these bills enacted into law.’ 
The report further states: 

“Tt contended the state tax authorities 
interested in the passage of such bills that 
since the states would not impose an undue 
burden of taxation on their own state banks 
that national banks would amply pro- 
tected. While the state tax authorities are 
undoubtedly sincere their contentions, the 
fact remains that under such bills the states 
would have the right to place an undue 
burden upon national banks and upon their 
own banks to such an extent as would make 
banking unprofitable or at least burdensome, 


which in the last analysis is the right to 
destroy Federal instrumentality. 


What States “Might 


not merely question what 
the states might do, unchecked, 
national and state banks alike. 
matter history that present at- 
tempts have been made discriminate 
against banks and favor moneyed 
capital the hands individuals used 
active competition with the banks. 
the many cases which have come be- 
fore the courts has been proved the 
satisfaction the courts that the states, 
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discriminatory taxation, have allowed 
individuals, finance companies, and other 
groups engaged the lending money 
escape with taxes from one-half 
one-tenth the tax imposed upon banks. 
the national banking system sur- 
vive, must have more substantial pro- 
tection than the mistaken supposition 
that the states will concerned for its 
welfare. 

“In 1923 and 1926 amendments 
Section 5219 provide for four exclusive 
alternative methods for the state tax- 
ation national banks, follows: 

“(1) Taxation the shares, but 
‘greater rate than assessed upon 
moneyed capital the hands indi- 
vidual citizens such state coming into 
competition with the business national 
banks.’ 

“(2) Taxation the dividends 
their inclusion the taxable income 
greater rate than assessed upon the 
net income from other moneyed capital. 

“(3) Taxation the net taxable in- 
come the banks themselves, but 
greater rate than provided (4). 

“(4) Taxation the banks them- 
selves, ‘according measured 
their net income,’ from all sources, ‘but 
the rate shall not higher than the 
rate assessed upon other financial corpo- 
rations nor higher than the highest 
the rates assessed the taxing state 
upon mercantile, manufacturing, and 
business corporations doing 
within its limits.’ 

“Practical application the above 
alternative methods has been satisfac- 
torily demonstrated. 

“Those states adhering the general 
property tax apply the share-tax meth- 
od, they have been doing for over 
years. Low rate intangible-tax states 
can, Pennsylvania has done for over 
years, tax national-bank shares 
the same rate other intangibles 
else adopt the net-income methods under 
the third and fourth alternatives. Wis- 
consin taxing its banks under the net- 
income tax, the 
Massachusetts and New York have 
adopted the fourth alternative and tax 
their banks ‘according measured 
by’ their net income from all sources. 
California, under recent constitutional 
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Common Stocks Trust 


Investments 


ALISON SCULLY 


Vice-President, National Bank Commerce New York 


New Standards Proclaimed for Investment Fiduciary Funds. 
Public Demands Trustees Recognize Advantage Common 
Stock. Definite Limitations Surround This Type Investment. 
Great Care Necessary Avoid Speculative Unproductive Issues. 


ODERN have re- 
volutionized investment ideas. 
Increase 
brought into vivid contrast 
fixed interest bearing securities and 
shares corporate stock which keep 
pace their changes value with the 
purchasing power the dollar. 

Investment standards 
grandfathers regarded heresy and 
which make even some the older 
members the present generation 
wince, are not only followed but pro- 
claimed the most intelligent and 
serious-minded leaders modern busi- 
ness and finance. Among them the 
recognition common stocks 
permanent investment medium. The 
public who are the customers the 
banks and trust companies not only re- 
quest, they demand that trustees under 
wills and deeds trust avail themselves 
the advantages which the purchase 
common stocks affords. 

This demand has already been met 
some trustees. high time that all 
trust men declare unhesitatingly that 
and will continue part their 
investment policy buy common stocks 
for trust estates when properly au- 
thorized so. 


Trustees Have Been Timid 


ECOGNITION the fact that com- 

mon stocks are suitable for trust 

investment subject, however, cer- 
tain very definite limitations. 

The authority buy common stocks 
must exist directly clear inference. 
nearly all states statutes prescribe 
what are legal investments for trust 
funds and very few states include 
these lists any common stocks. Where 
the will deed silent the subject 
the trustee cannot depart from the list 
legal investments and amount 
pressure the part beneficiaries 
parties interest should compel 
persuade the trustee otherwise. 
Where, however, the will deed con- 
tains broad general investment power 
unlimited character the trustee must 
decide whether the power given will au- 
thorize the investment common stocks, 
and whether the trustee will avail 
itself that authority. While trustees 
have been unnecessarily timid this 


tee takes any action 
which the courts find un- 
justified unwarranted, 
will surcharged with 
any loss which the estate 
standing the fact that his 
administration 
estate whole may have 
been farsighted and profit- 
able and the total gains far 
offset the trifling losses. 
Mr. Scully 
this condition unfair and 
should rectified. 
thinks that the trustee 
acted good faith 
should permitted off- 
set losses with gains. 


subject, any serious doubt should 
resolved against the purchase. 

The rule diversification has not 
been any way curtailed. For 
trustee invest all the principal any 
estate common stocks would just 
wrong purchase one mortgage 
one lot bonds. Suitable propor- 
tions the light the circumstances 
the particular trust must all 
times maintained. What those propor- 
tions should will depend upon the 
views the trust committee but there 
should all times proper balance 
between high grade bonds, first mort- 
gages, preferred stocks and common 
stocks. 


Stocks Must Seasoned 


investment must limited the 
stocks seasoned companies enjoy- 
ing wide and ready market. The busi- 
nesses represented may include 
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roads, public utilities, telephone and tele- 
graph, banks and insurance companies 
and industrial businesses fundamental 
nature, such steel, oil and electricity. 
The list cannot extended much fur- 
ther. Businesses which depend for their 
success patents are any degree 
subject changes public taste 
fancy should not included. There 
excuse justification for trustee 
indulging speculation any degree. 

The stocks must seasoned. Stocks 
companies process development 
and industries which are still largely 
the experimental stage should 
looked askance anyone with 
adequate conception the proper per- 
formance the duties trusteeship, 
matter how great the prospect 
enhancement market value and divi- 
dend return. Some them, but prob- 
ably very few, will the seasoned 
stocks tomorrow. 

Common stocks must scrutinized 
and supervised the trustee more 
assiduously and with higher degree 
caution than the more stable invest- 
ments bonds and first mortgages 
real estate. 


The Human Equation 


changes stocks are more 
severe and more rapid than the 
case bonds. They reflect with sur- 
prising rapidity changes general busi- 
ness conditions, political affairs, 
interest rates, and public taste. The 
trustee who holds common stocks must 
alive all these conditions from day 
day and must have some sort 
judgment the effect they may 
Changes industry are far-reaching 
and the stock values the companies 
that line business may adversely 
affected over period years. 
have seen our own day stocks 
leather, rubber, textile, bituminous coal 
and oil companies suffer from the effects 
depression these industries, yet 
all them there have been notable 
examples sound, well established and 
well managed companies which have 
continued pay regular dividends 
their shareholders throughout. 

This scrutiny must include the busi- 

(Continued page 945) 
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Profits the Pulp and Paper 


Industry 


RICHARD YOUNG 


Over-Production Offsets Benefits Increasing Consumption. 
Canadian Government Demands Establishment Fair Standard 
Prices and Restricted Output. Working Capital Very Many 
Concerns Depleted Race for Water Power and Timberlands. 


newsprint price-war that 
threatening 
paper industry with severe de- 
pression has only 
truded itself upon the public conscious- 
ness this country. Yet the re- 
flection the economic phenomena 
over-production with the accompanying 
agitation for re- 
striction which has 
been evident 
recent years 
various parts 
the world dif- 
ferent industries. 
the 
States demands 
restriction 
upon the output 
agriculture and 
the control 
plus production 
has occupied the 
attention 
sessions 
Congress. many 
respects the root 
the trouble 
the newsprint sit- 
uation similar 
certain aspects 
the farm problem 
this country. 


Like the American 


and paper difficul- 
ties represent 
new sudden 
condition, and the 
newsprint price 
war comes the 
culmination series developments 
over period years. 

1926 the Canadian Minister 
Lands and Forests his annual report 
warned against dangers over-produc- 
tion and recommended the postponement 
construction and enlargement mills 
making newsprint. 

1927 the Canadian Chief Fores- 
try Service obtained decision the 
Government Ontario not lease any 
more timber rights for pulp and paper 
manufacturing purposes until the in- 
dustry had taken better turn. 

the beginning 1928 the arrange- 
ment between Canadian manufacturers 
and American regarding 


prices broken quotations 
dropped $50 per ton for newsprint, 
which meant cut $20 from the prices 
prevailing two years ago. 

the fall 1928 long series 
conferences was held both producers 
and consumers, and joint meetings were 
held seeking the establishment 


Courtesy S K F Industries, Ine. 


This vacuum dryer handles 1000 feet paper, 156 inches wide, per minute 


standard price that would fair and 
reasonable mills and newspapers alike. 

January, 1929, price $55 per 
ton was agreed upon, representing 
advance over the low point last 
year. This reported acceptable 
the associated Hearst newspapers, but 
discrimination charged the Amer- 
ican Newspaper Publishers Association 
speaking for the independents. 

February and the Ways and 
Means Committee the House Rep- 
resentatives held hearings the tariff 
schedules papers and books, which 
time the unsatisfactory earnings position 
the industry were discussed. 

March hearings are re- 
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sumed before the joint Interstate Com- 
merce and Public Service Commissions 
the proposed revision rail and 
waterway freight rates for newsprint 
and pulp paper the New York terri- 
tory, the world’s publishing center. 
Additional steps the part Cana- 
dian producers seeking end the de- 
pressed conditions 
the paper in- 
dustry are through 
consolidation and 
through limitation 
production 


agreement. 
Limitation 
production not 


new idea. 
have examples 
numerous in- 
dustries and vari- 
ous countries. Last 
November marked 
the termination 
the Stevenson Act 
for restricting ex- 
ports crude 
rubber, after its 
down and devas- 
tating effect 
England’s Colo- 
Even more recent- 
Cuba has an- 
nounced the aban- 
donment 
program 
stricting sugar 
production, after 
the 
trous results. 

comes surprise, therefore, that 
Canada would seriously count such 
economic fallacy bring any perma- 
nent improvement its newsprint in- 
dustry, and equal surprise that 
such plan would objected 
American political leaders 
Middle West, who for years have been 
outspoken their demands for govern- 
ment maintenance prices farm 
products, through buying. the “ex- 
portable surplus,” levying “equalization 
fees,” and other proposals. 

Nevertheless January, the floor 
the United States Senate, one the 
members from the West quoted 
demanding investigation state- 
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ments that combination foreign 
paper manufacturers have been buying 
control chain American news- 
papers order compel these papers 
enter into long-term contracts pur- 
chase foreign wood pulp paper. This 


200 


THOUSANDS OF TONS 
PER MONTH 


Newsprint production decreases 


the United States and increases 
Canada 


legislator expressed apprehension that 
“if such group should control many 
the big dailies this country they might 
have sufficient influence prevent the 
passage bill utilize farm wastes 
the making paper and thereby tend 
place the smaller newspapers the 
mercy the group.” 

ways can devised manufacture 
paper from corn stalks straw that 
will meet foreign newsprint price, 
there little doubt that would find 
ready market. the present stage 
manufacturing technique, however, 
would probably just well use the 
foreign timberlands, sold less than 
replacement values, for circulating our 
newspapers, while the domestic corn- 
stalks and straw turned back into the 
soil fertilizer would the country 
fully much good. 


Results the Year 


HERE follows tabulation which 

our knowledge several times broad- 
than has ever been published before, 
showing the earnings the forty largest 
manufacturers pulp, paper and paper 
products that publish reports. New 
statements for only limited number 
have been issued date, but they re- 
flect the unsatisfactory conditions pre- 
vailing last year, when allowance 
made for the rapid expansion invested 
capital that normal for concerns 
this industry. 

Figures, taken from the stockhold- 
ers’ reports issued the newspapers and 
from industrial manuals, represent net 
profits available for dividends car- 
surplus, i.e., after all expenses, de- 
pletion timberland, depreciation 
fixed assets, interest charges and pro- 
vision for taxes have been deducted. 
Many companies have large water power 
installations and sell certain amount 
their electricity outside users, the 
revenue which included net 
profits. Fiscal years end December 
unless otherwise indicated. 


Pulp and Paper Profits 
Net Profits—000s Omitted 


1927 1928 
Advance Bag and Paper Co. $498 ree 
Albany Perforated Wrapping 

Amer. Writing paper Co. (8) 150 
Brown 1,033 
Columbia River Paper Mill.. 220 
Consolidated Paper Box Co. *106 
Consolidated Paper Co...... 921 
Container Corp. Amer.... 1,410 
Continental Paper & Bag 

Creamery Package Mfg. Co. 

Crown Willamette Paper Co. 2,618 3,743 
Crown Zellerbach Corp. (3). 5,862 5,791 
Defiance Paper Co. (1)..... *176 os 
Dennison Mfg. Co.......... 1,175 
Eastern Mfg. Co........... D-469 
Eddy Paper Corp.......... 318 
Robert Gair Co......... 1,003 
Gulf States Paper Corp..... *248 
Hammermill Paper Co...... 1,000 
Hawley Pulp & Paper Co... 416 
Hinde & Dausch Paper Co.. 1,147 
International Paper Co...... 5,758 
Kalamazoo Vegetable Parch- 

Keyes Fibre Co., Inc. (9)... 156 
Kimberly Clark Corp....... 2,317 
Mapes Consol. Mfg. Co...... 274 
Mead Pulp & Paper Co...... 768 
Minnesota & Ontario Paper 

Northern Paper Mills....... 115 
Reed Co. (3)......... 110 107 
Rhinelander Paper Co...... 396 
St. Regis Paper Co......... 1,225 
Scott Paper Co............ 597 758 
Union Bag & Paper Corp... D-545 pere 
United Paperboard Co. (5).. 88 305 
U. S. Envelope Co.......... 780 813 
Valve Bag Co. (10)........ 362 ees 
Western Tablet & Stationery 

Wilson Jones Co. (7)....... 265 eoee 
Whitaker Paper Co......... *289 
Zellerbach Corp. (3)........ 2,314 2,633 


(1) Years ended June 30; (2) Years ended 
November 30; (3) Years ended April 30; (4) 
Five months September 30; (5) Years 
ended May 31; (6) Years ended September 


30; (7) Years ended August 31; (8) Ten 
months; (9) Five months; (10) Eleven 
months Nov. 30; D—Deficit; 


certain charges. 


For the entire industry the showing 
even less favorable, because for every 
company that makes public its earnings 
substantial enough amount 
classed one the important factors, 
there are forty small companies that 
not publish figures, many which lose 
money year after year. 


The Most Disastrous Year 


the accompanying table 
sented picture figures the 
American pulp and paper industry 
whole, over the last decade, computed 
from the annual reports the Treasury 
Department statistics income. 
one side are listed the companies which 
each year reported net income and the 
aggregate amount, after Federal taxes. 
the other are the companies that re- 
ported net income, and their combined 
deficits. 


Pulp and Paper Profits 


Reporting 


Reporting 
Net Income 


Deficit 


Num- Net Income Num- 


Year ber After ber Deficit 
1918.. 1,277 $59,851,489 252 $3,471,487 
1919.. 1,242 99,194,814 272 4,604, ni 
1920.. 1,34 169,314,309 344 4'034,76 
1921.. 730 37,297,775 946 
1922. 1,086 74,543,398 683 22,408,513 
1923.... 1,240 97,676,498 575 14,931,923 
1924.. 1,204 81,999,747 682 18,361,487 
1925.. 1,288 97,182,346 652 12,136,917 
1926.. 1,365 104,849,470 659 14,362,048 
1927.. 105,767,269 652 13,021,306 
10 Year 
Average 1,210 $92,767,711 572 $15,678,106 


will seen that, year after year, 
average over 500 paper manufac- 
turers operated losses approximating 
$15,000,000 annually. The most dis- 
astrous year for the industry was 
Prices newsprint, the most important 
product, were averaging about $270 per 
ton the summer 1920 and the 
end the following year had dropped 
$70 per ton, decline per cent! 

the year 1921 about 730 paper man- 
ufacturers reported profit and 946 re- 
ported deficits. Aggregate earnings after 
taxes the profitable concerns were 
$37,000,000, which was more than offset 
losses the unprofitable concerns, 
amounting $49,000,000. Taking ten 
years’ average, out every one hundred 
paper manufacturers, sixty-eight make 
money and thirty-two operate loss. 
For every $1,000,000 net profit after 
taxes realized the one group, some 
$170,000 lost the other. 


“Who’s Who” 


are only about one dozen 
American manufacturers pulp, 
paper and paper products the million 
dollar class measured net profits. 
There follows the list those publishing 
reports, with calculation their re- 
turn capital and surplus the be- 
ginning the period. the “Who’s 
Who” the paper industry. 

Brown Company Portland, Me., 
manufacturers pulp, bond 
wrapping papers, etc., reported 1927 
net profits $1,033,000 total in- 
vested capital $26,944,000, represent- 
ing return 3.8 per cent. 

Crown Paper Company 
San Francisco, manufacturers news- 
print, kraft, wrapping papers, tissue and 
paper bags, reported 1927 net profits 
$36,567,000 representing 7.2 per cent 
return. This company and Zellerbach 
Corporation are merging form the 
Crown Zellerbach Corporation. 

Container Corporation America, 
Chicago, manufacturers paper board 


Newsprint prices are now stabil- 
ized $55 per ton, the lowest 
since 1916 


and fibre corrugated boxes, reported 
1927 net profits $1,410,000 in- 
vested capital $13,015,000 represent- 
ing 10.8 per cent return. 

Dennison Manufacturing Company 
Framingham, Mass., manufacturers 
paper tags, labels, boxes, paper napkins, 

(Continued page 929) 
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The Great Adventure Giving 


ELLER 


Vice-President, Wachovia Bank and Trust Company, Winston-Salem, North Carolina 


Trend Toward Endowment Adds Scope Corporate Trustees. 
Public Favor Turns Financial Institutions Safeguards for 
Charitable Trusts. Sum Permanent Endowments Mounting 
with Growing Wealth Nation. Where Society Best Served. 


IMES have changed since Henry 

abolished all charitable 

trusts because they impoverished 

the subjects his realm. The 
endowments our day and time are em- 
ployed feed the minds and hearts 
mankind with the latest and grandest 
results science and philanthropy. 
are indeed the beginning golden 
age. 

Neither science nor philanthropy de- 
sires ten years’ holiday, recently 
proposed the learned Bishop Ripon, 
England. transition taking place 


thought and method. Men are planning 


things which cannot done them- 
selves alone, nor agent, nor 
partner, nor always corporation 
even, but trustee. 

might said that trusteeship was 
instituted when the Creator intrusted 
men the keeping His beautiful gar- 
den. Since the first recorded breach 
trust both God and men have been 
search suitable trustee, not only one 
worthy confidence but one competent 
administer the trust imposed. 
Throughout the centuries human prog- 
ress, even down our own age, this 
quest was for the kind trustee, whether 
natural legal person, who did not 
exist. the day small beginnings, 
when America and the rest the world 
were one-man basis, the highest 
wisdom was confined its choice 
personal trustee. Such wisdom suited 
the times will longer serve this 
later and more forward age. 


America Unique 


step was taken Great 
Britain and her colonies, where the 
development the modern trust com- 
pany has been slow, immeasurably be- 
hind the United States, when their par- 
liaments created the Public Trust Office 
and made available her subjects 
necessary means escape from con- 
dition which Halsbury, ex-Lord Chan- 
cellor, depicted pathetic and scanda- 
lous, both account frauds and per- 
petual conflict waged between trustee and 
the one for whom the trust held. 
Happily, believed, the corporate 
trustee—the trust company and the bank 
having trust powers here America pri- 
vately owned but subject governmen- 
tal supervision—has met and satisfied 
this need, without the necessity invit- 
ing the government enter the fiduciary 
field with the British, any similar ex- 


g 


— 


Perpetual Trusts 


EALTHY men and 
women are just begin- 
ning give despite the 
enormous donations the 
public welfare that have 
been made recent years, 
according Mr. Eller who 
sees definite movement 
banks and trust companies 
the administrators 
the funds set per- 
petuity for the benefit 
posterity. describes 
almost virgin field trust 
activity with almost limit- 
less possibilities devel- 
opment, imposing upon the 
corporate trustee end- 
less responsibility. 


America unique, not only 


pedient. 
the ability her citizens make money 
and their willingness support reli- 


gious, educational and humanitarian 
causes, but unique also the develop- 
ment and employment the corporate 
trustee. safe say that donor 
any permanent gift charity wants 
his gift fail. part his own 
life, and possibly the greater part 
his life which will endure and continue 
bless the world after able work 
more. Hence the growing demand 
for trustee capable carrying out his 
purpose the remotest time. The intel- 
ligence which created wealth means 
the corporation the same intelli- 
gence which demanding the conserva- 
tion and safeguarding wealth 
means the corporate trustee. This 
true with respect estates and true 
well with respect endowments. 


The Ultimate Charity 


from the great Foundations 
endowed Rockefeller; Carnegie, 


Milbank, Harkness, Duke and 
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Sage, 


Whitney, the generosity our people 
has generally been showered our reli- 
gious bodies, schools, hospitals, libraries, 
orphanages, health, scientific and civic 
boards. Thinking only the ultimate 
charity accomplished, donors have 
often given scant attention the means 
safeguarding the funds which supply 
the life-blood these institutions. Too 
often they have not duly considered 
whether donation should made ab- 
solutely trust whether insti- 
tution should trustee for itself, with- 
out having that protection which 
independent responsible trustee can 
throw around it. 

Should charitable bodies serve their 
own trustee? known that colleges, 
religious and charitable boards, and 
other institutions throughout the coun- 
try have lost large sums money, not 
only through wrongdoing their offi- 
cers, but through the incompetence 
neglect their investment boards. The 
causes which they represent would not 
well served turning the fierce light 
publicity and criticism upon their mis- 
fortunes this respect. 

Under the older forms endowment 
the title property has generally vested 
particular institutions for definite ob- 
jects, and such tenure does not admit 
change and transfer. that the service 
which best can rendered the corpo- 
rate trustee safeguarding endowments 
heretofore established that the fiscal 
agent. North Carolina and, doubtless, 
other states, this form custody and 
safeguarding endowment funds com- 
ing into use and importance. 
open door opportunity. 


For the Common Good 


need expert knowledge 
finance and responsibility manage- 
ment grows more apparent thought- 
ful men year year values come and 
go. exhorted put religion into 
his business, the business man has had 
abundant reason suggest that busi- 
ness put into religion and all agencies 
man’s humanity man. men 
wealth are coming acknowledge their 
special obligations the social order 
which furnished the opportunity for 
their achievements, even must those 
institutions which would share these 
growing benefactions provide accept 
standards service and business effi- 
ciency harmony with the times. 


(Continued page 942) 


The Fourth Dimension 
Security Values 


JULIUS BARNES 


New Theory Advanced for Rising Prices Security Markets. 
Phenomenon Expanding Values May Arise from Anticipation 
Earning Power Trained Intelligence Greatest Force for 


Producing Dividends. 


extraordinary rise aggre- 

gate security investment 

values, the amazing increase 

evidences national thrift and 
saving such life insurance and total 
savings accounts, the rising tide na- 
tional income, the product each year’s 
industrial activity, present phenomenon 
which particularly concerns investment 
and trust banking. 

Specific industries may come and go. 
The fabrication woolen clothing may 
vitally affected change fashion; 
the use cotton displaced the wider 
use silk, and silk again undermined 
artificial rayon; steam railroading 
may face new competition the form 
motor trucks, and later, airways. 
The development metal alloys may 
completely revolutionize specific indus- 
tries the metal trades. All these evi- 
dence unusual ferment and resultant 
hazard industry which inherent 
the quickened step scientific progress. 

But regardless the fortunes spe- 
cific industries, the financial service 
trust and investment guidance must in- 
crease importance, and the field 
occupies. The regrouping and merg- 
ing now plainly progressing show 
that banking, its various forms, 
state growth matching that 
any other industry, and surer 
field growth because serves all in- 
dustry. 


America Led the World 


the efficient service banking that 
those who guide its financial destiny 
shall understand the basic principle 
wealth, and its creation, and the condi- 
tions under which that creation se- 
cured and stimulated. its fundamen- 
tal concept, wealth the product Na- 
ture’s resources, given value the shap- 
ing man’s hand and mind, valueless 
until has received its final form ser- 
vice. Therefore, the processes in- 
dustry such creation wealth have 
quickened the perfection science 
and invention, and wealth thus cre- 
ated has been expedited into manifold 
human use the perfection organi- 
zation merchandising and distri- 
bution, these factors themselves pro- 
duce the financial background that em- 
ploys these vast units banking service. 


longer brick and 

stone and machinery, 
alone, constitute the capi- 
tal value industry in- 
vestment. There runs par- 
allel with them the convic- 
tion that brains which 
devise and originate and 
administer forces indus- 
try, way which can 
earn its annual returns— 
intangible this quality 
may seem—is more real 
force wresting dividends 
and earnings from com- 
petitive industry, than the 
mere investment 
marshalled forces ma- 
chine production.” 


—Julius Barnes. 


& 


amazing that the last ten years, 
perhaps the last five years, have seen 
the longest strides toward this achieve- 
ment. America led the world the de- 
velopment mass production. America 
revolutionized the philosophy 
nomics proving that high produc- 
tion based machine and power ser- 
vice could establish higher wages and 
yet produce lower selling prices. The 
old laws economics fell, and the 
text-book definitions supply-and- 
demand were 
revolutionized almost over night. What 
taking place still new that few 
have yet realized that the era mass 
production paralleled and superseded 
new phenomenon economics 
which may even more significant. 
Mass production, for the first time 
the world’s history, created sin- 
gle country market such wide- 
spread buying power that the Five-and- 
Ten-cent Store could symbolize the 
myriad purchases which rested only 
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Quality Market Upsets Fixed Ideas. 


extremely wide distribution na- 
tional earnings. 


Created Phenomenon 


production did this, sure, 
and then the aggregate earnings 
and dividends industry applied the 
myriad forms articles trade, cre- 
ated supermarket buyers whose earn- 
ing and spending power knew limit. 
For the first time the world’s history 
have America market hun- 
dreds thousands buyers who need 
never hesitate satisfy preference 
because the traditional consideration 
price alone. This has created phe- 
nomenon just developing which may 
described quality market. 

This itself implies new law 
economics, which that there has arisen 
factor value and influence mak- 
ing price entirely independent compe- 
tition, and based super-excellence 
customer appeal. The youth the fu- 
ture, with the undefinable genius for 
form, for color; the youth whose intel- 
lect may guide the hand story 
painting sculpture, need longer 
await the years unappreciated effort, 
but may lead immediately into realiza- 
tion adequate earning power be- 
cause the unlimited buying power 
which has arisen from America’s basic 
industrial philosophy. 

Moreover, often happens, these new 
agencies accelerated production and 
earning power assist each other. The 
modern device wireless transoceanic 
telephone puts the super-brain Amer- 
ica instant contact and discussion 
with directed organization Europe, 
and thus flash the trained intelli- 
gence and inspiration transferred 
the point actual creation. The aero- 
plane moves the individual point 
desired contact with speed which 
generation. 


More Real Force 


thus growing into the world 
material business new and vivid 
realization the chief value that in- 
tangible power intellect. 

the security markets the phenom- 
enon advancing security prices may 
the grouping sound anticipation, 


(Continued page 940) 
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Electricity Now Pursues the 


Criminal 


JAMES BAUM 


Deputy Manager, American Bankers Association, Protective Department 


Identification Criminals Photoradio Proved Practical. 
Bank Crook Fleeing Honolulu Outstripped Photograph 
Radioed Ahead. New System Overcomes Handicap Distance 
and Time Pursuit Offenders. Arm the Law Lengthened. 


lightning-like speed now 

available for the facsimile pro- 

jection rogues gallery photo- 

graphs over great distances 
telegraph and radio has given the 
nation-wide system criminal pursuit 
conducted the American Bankers As- 
sociation new terror for fleeing bank 
crooks. They have often enough been 
able outstrip their flights the slow- 
footsteps the mails following 
them with the photographic evidence 
that frequently essential for the iden- 
tification and detention suspects, but 
the recent transmission radio 
picture 2,000 miles across the Pacific 
Ocean after fugitive from justice, re- 
sulting his arrest and return New 
York, puts added hazard into the 
business crime. calls for only 
moderate degree imagination vis- 
ion how this latest adaptation the mir- 
acles electrical science the daily 
routine communication adds new 
element relentless efficiency justice 
that must strike new sense the 
hopelessness flight into the hearts 
the criminal fraternity. 

This innovation the field criminal 
apprehension has been brought about 
recent developments placing photoradio 
and telephoto transmission basis 
commercially practical operation, and 
the first actual application photoradio 
catching fleeing crook occurred but 
few weeks ago. dispelled with 
startling stroke, that had all the ele- 


The photoradio which caused his arrest 


ments dramatic suddenness and sur- 
prise, the fancied security watery dis- 
tances. 

The case was that notorious and 
successful Filipino check swindler. The 
records the Protective Department 
the American 
ciation show 
thatlast October 
this swindler, 
under the name 
Joe Manalo 
and several 
aliases, was ar- 
rested and held 
$5,000 bail 
New York 
City magis- 
trate’s court 
grand 
larceny counts 
charging him 
with obtaining 
asteamship 
ticket 
worthless check, 
purchasing American Express money 
orders from member the Association 
similar means, and defrauding 
merchant with third bogus check. Then 
entered the element bail reduction 
which has aided many crook escape 
justice. Before his case was presented 
the grand jury, Manalo was released 
bond $3,500, and was soon his 
way what would probably have been 

successful flight 
from 
sequences his 
crimes had not 
the new long 
arm science 
streaked 
through the 
ether and jerked 
him back. 

started 
west auspicious- 
enough after 
defrauding an- 
other steamship 
line fresh 


travel- 
checks 


New York City, Philadelphia, Pitts- 
burgh, St. Louis and Kansas City. 
The detectives the American Express 
Company, who surmised that had 
jumped his bail and was headed for the 
Coast with the intention re- 


The fleeing criminal’s photograph 


turning his native land the Philip- 
pines, laid plans for his recapture. They 
obtained from the American Bankers 
Association’s Protective Department 
number reproductions the suspect’s 
photograph, and sent them their op- 
eratives Seattle and San Francisco, 
with instructions that watch for 
Manalo set over all steamship ticket 
offices those two cities. 

The picture Manalo was identified 
steamship agency San Francisco 
that man who had recently en- 
gaged passage for Manila under the 
name Constantine Querubin. The 
ship, however, had sailed the day before 
and thus the fugitive had chance 
gain another long jump ahead the 
pursuers. 


Out the Air 


UICK action and the power mod- 
ern science, however, soon des- 
troyed this advantage which, under less 
advanced conditions long distance 
communication, might well have proved 
the source conclusive aids favor 
the fugitive’s escape,—the margin 
time and difficulties extradition that 
might have allowed him fade away 


} 
899 


900 AMERICAN BANKERS ASSOCIATION JOURNAL 


March, 1929 


into the baffling Orient. The express 
company’s detectives sent wireless 
the steamship, which was scheduled 
stop route Honolulu, and obtained 
the information that there was pas- 
senger aboard under the reservation 
Constantine Querubin, but this, course, 
did not constitute sufficient verification 
the fact that the traveler was actu- 
ally Querubin, and identical with Man- 
alo, warrant his arrest. 
identification the suspected traveler 
was essential. The next move was 
supply this identification sending 
photograph Manalo radio the 
Honolulu police with the request that 
they compare the radio-picture with the 
supposed Querubin arrival the 
ship that port, and arrest him 

The ship steamed into Honolulu har- 
bor the dawn December 26. The 
suspected passenger was aroused from 
his sleep five o’clock the morning 
and was easily identified means 
the photoradio Manalo, the man want- 
New York. Thus, 2,000-mile 
leap across the waters the Pacific, the 
speeding electric wonder photoradio 
transmission and identification deprived 
the fugitive the advantage had 
gained through the slowness the mails. 
Literally, out the air his nemesis over- 
took him. 

This striking climax melodrama 
modern science pitted against crime 
was made possible through the photo- 
radio service which the Radio Corpora- 
tion America has developed reg- 
ular commercial feature its world- 
wide wireless system communications. 
less than hour after the rogues 
gallery photograph the fugitive was 
placed the hands the transmitting 
office San Francisco, the radio fac- 
simile was the hands the police 
Honolulu and they were ready for their 
quarry. 


Telltale Evidence 


present these photoradio circuits 
exist only ‘between New York and 
London and between San Francisco and 
Honolulu and was fortunate cir- 
cumstance that the line flight Man- 
alo was along the latter circuit, but 
while the facilities now available for 
pursuing criminals photoradio are 
thus present limited, and coincidence 
played part the trap set for this 
particular fugitive, the further develop- 
ment this scientific wonder prac- 
tical commercial basis holds the promise 
more extensive network that will 
materially extend its value means 
pursuit. 

is, the circuit between New York 
and London already forms link be- 
tween the new and the old world that 
can used cut down several days 
the loss time international crime 
cases. The operation this interna- 
tional application may illustrated 
considering piece telltale evidence 
originating Paris and destined for 
Chicago. might the form not 
only photograph, but also finger- 


— 


Forefinger 


1 


example fingerprint identification 
broadcast telephotograph 


legal identification and extradition and 
other modern scientific means addi- 
tion radio are hand reduce 
transmission between these too points 
from days down hours. The original 
photograph could air-mailed from 
Paris London where could photo- 
radioed within few minutes New 
York. From New could 
promptly speeded Chicago either 
air-mail again, or, quicker service 
were required, there could availed 
this point the brother the photora- 
dio,—that is, the telephoto, which 
photographs are sent telegraph wires, 
—and the transmission completed 
even less time. 

Telephoto service already presents 
the United States extensive network. 
Developed the American Telephone 
and Telegraph Company, now oper- 
ative either direction between eight 
leading cities the United States,— 
Boston, New York, Atlanta, Cleveland, 
Chicago, St. Louis, San Francisco and 
Los Angeles, the actual transmission be- 
tween these places being handled either 
the Western Union the Postal 
Telegraph Company over their wire 
systems. 


May Well Strike Fear 


telephoto system consumes only 
seven minutes the transmission 
photograph from one city another 
and, since these receiving and sending 
stations are the widely scattered 
points various parts the country in- 
dicated, they already offer facilities for 
cutting from one four five days 
from the total time consumed sending 
identifying material connection with 
the pursuit criminals within this 
country. Pictures other 
ceived any these eight cities can 
quickly forwarded short train air- 
mail transportation the local point 
where they may required for use. 
The Protective Department the 
American Bankers Association feels 


that, cases where conditions make 
them applicable, these modern develop- 
ments pictorial transmission have 
brought the threshold mate- 
rially increased effectiveness the great 
network detective investigation and 
pursuit which conducting through- 
out the country connection with bank 
crimes. 

The department proud the record 
the number times this great crook 
trap has closed criminals and 
brought them justice. Nevertheless, 
there have been cases where has been 
foiled and chagrined the fact that 
delayed transmission necessary evi- 
dence, usually through tardy discovery 
the crime, has let fugitive slip 
through its clutches, sometimes only 
few minutes’ margin. feel that, 
even with the limited facilities now 
presented radio and wire transmis- 
sion photographs, fingerprints and 
handwriting, the number such escapes 
will greatly reduced. these modern 
transmission systems become more wide- 
commercialized and extended, the 
chances for crooks escape the relent- 
less pursuits justice will become slim 
indeed. The speed photoradio and 
telephoto may well strike fear into the 
underworld. 


New Envelope for 
Checks 


Post Office Department has 

agreed incorporate its 1929 
schedule the envelope for the transmis- 
sion bank checks requested the 
standing committee check standard- 
ment made the Clearinghouse Sec- 
tion the American Bankers Associa- 
tion. 

This envelope 35% inches 
inches, with window opening 
inches, 13-16 inches from the bottom and 
inch from the left hand mar- 
gin. will sold through post office 
channels after April and its availabil- 
ity expected give considerable im- 
petus check standardization. 

recent government survey the 
extent which the standardization 
checks, drafts, notes and similar instru- 
ments has already been brought about 
the United States covered the opera- 
tions leading manufacturers this 
field for the first nine months 1928 
and showed that 82.64 per cent their 
output was conformity size with 
the simplified practice recommendation 
issued the Department Com- 
merce. When the 
there was less than per cent con- 
formity any generally prevailing size. 

The survey showed that forty-four 
check manufacturing houses reported 
that their bank customers were co- 
operating the movement ordering 
the simplified sizes, while only four re- 
ported the contrary experience. The 
simplified practice calls for standard 
arrangements printed materials 
the face checks and the elimination 
odd and freak sizes. 
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The Menace Over-Banking 


GILBERT THORNDYKE 


Over-Banking Seen Chief External Cause Bank Failures. 


Study Discloses Impairment Earning Power and Cut-Throat 
Competition Inevitable Accompaniments. Size Not Sure Factor 
Failure. Small Banks More Vulnerable than Large Ones. 


extensive house-cleaning. Ob- 

stacles success are being cast 
out. The basis for better banking 
being firmly implanted. The underlying 
trends bank operation are perhaps 
more nearly the direction the ideal 
than ever before the history the 

This fair picture, even the face 
the growing and persistent competi- 
tion which the banks are called upon 
meet from agencies not the field 
banking. Banking beginning know 
itself and take advantage the 
strength that knowledge breeds. more 
force being developed re- 
sist the competition from without 
increasing the solidity the units 
within. 

Nor the wish the father the 
thought such view banking. Cold, 
hard facts, produced exhaustive and 
scientific research, support them. The 
bank failures have been iso- 
lated and are being overcome. 


banking structure the 
United States going through 


Removing the Causes 


fellowship created for the 
purpose the Harvard Graduate 
School Business Administration the 
Educational Foundation the American 
Bankers Association, William McKinley 
Edens, Chicago, has made compre- 
hensive study the causes bank fail- 
ures. His report reached the conclusion 
that overbanking, incompetence and mis- 
management were the fundamental influ- 
ences responsible for bank failures the 
United States. 

The two chief internal factors fore- 
shadowing bank failures—incompetence 
and mismanagement—were discussed 
the February issue the Here 
are discussed some the findings the 
report with respect the chief external 
factor failure—over-banking. 

all sides there are evidences that 
the internal causes are being removed. 
The most recent figures show the steady 
diminution both failures and numbers 
banks. The external cause being 
removed. The trends are the right di- 
rection. 


Peak Figures Passed 


from the standpoint over- 
banking great change has taken 
place the past few years, the inev- 
itable adjustments emphasizing the accu- 


ack 


HOROUGH 
tion sponsored the 
American Bankers Associa- 
tion shows that one the 
most notable 


banking trends, the steady 
reduction the number 
institutions, the right 


track. Fewer banks means 
escape from the condition 
over-banking which re- 
search has proved the 
most powerful obstacle 
bank safety working out- 
side the institution it- 
self. The unavoidable re- 
sults too many banks 
revealed the record 
past years and weighed 
the balance searching in- 
quiry, are reported here. 


= 


racy the findings Mr. Edens’ report. 
Statistics compiled the State Bank 
Division the American Bankers Asso- 
ciation show that 1920 there were 
30,086 banks operation the United 
banks reporting state supervising 
authorities. the period from 1920 
1928, inclusive, total 4439 banks 
failed. 1927 bank failures numbered 
831, but 1928 the total was only 484. 

According the Federal Reserve 
Board there were 25,784 banks oper- 
ation Oct. 1928. decided 
shrinkage since 1920 and reflecting the 
tendency recent years toward more 
rigid regulation the issuance char- 
ters both state and national authori- 
ties. 

Peak figures bank failures have 
been passed. The new trend directly 
away from over-banking, factor bank 
failures which research discloses cannot 
overstressed and which was dwelt 
upon very strongly Mr. Edens 
fundamental cause, particularly the 
Middle West. 


Lax Laws Criterion 


his study the attempt was made 

beyond the mere evidence over- 

banking the states whole and 

ascertain what conditions led such 

situation and what are the results 

representative locality. the start 

was found that lax laws governing the 
issuance charters could not held 
altogether responsible for the situation. 

compilation state statutes showed 

the following: 

Number of states definitely requiring 
comprehensive proof of the need for 
additional banking facilities......... 3 

Number of states granting charters on 
the mere condition that the new bank 
“meets the public necessity”’........ 12 


Number states granting charters 
the mere condition that the new bank 


“meets the public convenience”...... 19 

Number states requiring public hear- 
ings before granting a charter........ 3 
provision whatsoever .............. 


addition the National Banking Act 
requires rather comprehensive investiga- 
examiner. Thus clear that there 
relation between the severity this 
kind legislation and bank failures. 

The report expresses the belief that 
present banking departments, includ- 
ing the Comptroller the Currency, are 
more and more coming view each situ- 
ation solely upon its merits. Further, 
was found that certain sections the 
country there was not the incentive 
enter the banking business that there 
was others. the New England states 
the number charters the last twen- 
ty-five years has been negligible. 


From Cause Effect 


this country lies deeper, the report 
suggests, than the relation between the 
severity legislation and bank failures. 
this point the report said: 

“In some states, doubt, the banking 
departments have exercised wide discre- 
tion the discouraging new banks; 
others they have encouraged them. 
that one time there was situation 
wherein applicants for charters were in- 
clined intimidate both state and na- 
tional departments playing them one 
against the other, with the threat that 
one authority would not grant the char- 
ter, the other would appealed to.” 

(Continued page 941) 
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Trust Service for Changed 
Investment Habits 


YOUNG 


Vice-President, Guardian Trust Company, Cleveland 


Investor Wants His Securities Where Can Watch Them and 
Borrow Sell Without Delay. Also Wants Free from 
Burden and Annoyance Caring for Them. 
Was Devised Meet His Desires. Advantages Plan Listed. 


last decade has witnessed 
remarkable change the current 
investment habits. When 
trust customers longer en- 
thuse over the good old-time type 
trust security, and complain that they 
can better the stock market, trust 
officers have just two possible alter- 
natives. They can try educate the 


investing public—or they can let edu- 


cate them. 

are new and larger world 
business and banking enterprise. than 
many could have comprehended ten 
years ago. Evidence this appears 
all sides—the progress science and 
invention; the efficiency and cooperation 
business leaders; the integration 
business into great corporations; the 
totals bank clearings and the plenti- 
ful supply money reasonable rates; 
adequate and comparatively efficient 
labor supply; European situation that 
shows marked improvement; and the 
resultant new, enormously higher level 
security prices and stock market 
activity. 


Think Five Years Ahead 


ROGRESS rapid that the trust 

officer who does not think five years 
ahead can hardly said thinking 
all. 

wholly new and enormously en- 
larged investment class has been created. 
The public that now buys and sell bonds 
and stocks has not only doubled and re- 
doubled size, but entirely 
different public than came into the in- 
vestment market decade ago. em- 
braces all—from the kings finance 
down janitors. 

Channels investment that attracted 
savers with moderate incomes some 
years ago are now practically closed. 
The farm-land boom dead. Even the 
popularity urban real estate and 
bonds which only few years ago 
seemed impossible dim, has now faded. 
one, since 1921, has been all 
enthused about sugar wheat cotton. 
All such people now turn stocks and 
bonds. 

recent survey made Prof. Irving 
Fisher Yale University, shows that 
within the last five years common stock- 
holders corporations listed the 


New York Stock Exchange 
creased 1,000,000 new owners—prob- 
ably new one born every minute. 

This situation has created oppor- 
tunity for vigorous salesmen decrepit 
securities. has favored superficial 
analyses, fanciful theories for guessing 
short swings, tips, rumors mergers, 
pools, insiders’ activities—investment 
advice has become free atmosphere 
and almost plentiful. 

“Surely,” says the complacent trust 
officer, “This means tremendous busi- 
ness for living trust division.” 

But does it? Those the firing line 
know better. inactive bond market 
and rising stock market, such 
have witnessed the last two years, 
have never experience been help- 
ful securing living trusts from the 
active business executive, the young man 
woman means, any investor 
with speculative enthusiasm. No, 
such period does not make much dif- 
ference what they buy. “goes up.” 
They become elated with their invest- 
ment sagacity. They need help. 
The idea tying under trust 
the bank and its consequent conservative 
old line per cent bonds has lost its 
lure. The trust representative finds 
new and determined resistance his 
service. course there are still con- 
servatives left—the widow, the retired 
business man—but after all hardly 
enough keep the trust company 
let alone growing. 


New Attitude Investors 


HIS was the situation faced 

year more ago. Applying the 
formula our own industrial engineer 
and our securities analysis experts, 
began analyze and appraise our mar- 
ket. The reports our outside repre- 
sentatives revealed that the so-called 
modern investor would not give con- 
trol his investments. wanted his 
securities where could watch them, 
sell them instant’s notice, borrow 
them without delay. wanted 
control just always had, with 
one standing between. course some 
one says, “Well, does not give 
control under revocable living trust, 
either.” True, but the average prospect 
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has heard some one say, that 
giving all this and must constant- 
remember that from the marketing 
point view are selling, not what 
have, but what our prospects think 
have. 

Our study revealed that the modern 
investor was only mildly interested 
the advantages living trust, far 
administration after death was con- 
cerned; that was intensely interested 
the present—in the safety, liquidity 
and increasing value his investments 
today and tomorrow. 

Our study revealed that this modern 
investor wanted unburdened 
the job clipping coupons, taking 
rights, handling conversion privileges, 
exchanging securities, signing proxies, 
collecting dividends and interest. 
wanted income service and relief 
from detail that his mind might 
free and his energy unhampered—as 
watched the board. wanted 
rid telephone calls from brokers which 
interrupted and embarrassed him during 
the business day. wanted also 
rid running his safe deposit box 
and pawing over tedious documents. 
other words, wanted rid 
the drudgery without relinquishing the 
thrill fortune-building. 


What Wanted 


modern investor, our study re- 
vealed, was fool. was more 
alert, better informed than ever before 
and less likely caught short 
frightened out the market. was 
after all earnestly seeking sound invest- 
ment advice; seeking plan which com- 
bined investment for security, that is, 
high grade bonds and preferred stocks— 
and investment for profit, that is, 
per cent common stocks represent- 
ing equities the most successful corpo- 
rations the world; provided the ser- 
vice carried with individual in- 
vestment program, complete and regular 
review his holdings, continuous analy- 
sis every security, and the personal 
relief financial secretaryship. 

Here, then, seemed, was 
market, willing public, world wait- 
ing conquered approached along 
new and modern lines trust effort, but 

(Continued page 944) 
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Uniform Bank Collection Code 


THOMAS PATON, JR. 


Assistant General Counsel, American Bankers Association 


HERE has long been need for 

uniform code rules governing 

bank collections which will give 
the sanction law modern cus- 
toms and practices banks and ob- 
viate the necessity for the printing 
special agreements deposit slips, pass 
books and other literature for their pro- 
tection. Not only are existing rules 
growing out earlier conditions which 
longer obtain unsuited present con- 
ditions, but the conflict such rules, 
established the different states, makes 
uniformity desideratum, especially 
the currency checks and other paper 
nation-wide scope and the rules 
governing the collection and payment 
such paper should uniform, irrespec- 
tive state lines. 

accomplish the purpose uniform- 
ity and modernization the law gov- 
erning bank collections, the American 
Bankers Association has recommended 
the Bank Collection Code for uniform en- 
actment the legislatures the differ- 
ent states. 

Not only bankers but business men 
and the public large realize that the 
collection checks and other paper 
interstate matter. Often the proc- 
ess collecting single item banks 
several states are involved and yet, not- 
withstanding the fact that this country 
commercially one, there are almost 
many different and conflicting decisions 
collections there are states. Let 
examine few problems which illus- 
trate this point and then show how the 
code seeks remedy the situation. 


Items Direct—Defaults 


the customary practice 
forwarding items direct the 
drawee bank: about half the states 
such practice legalized statute 
while the other half the practice 
states where the practice not legalized, 
banks are forced obtain special au- 
thority from their depositors. 


correct this situation, the Bank Col- 
lection Code provides that shall deemed 
the exercise ordinary care forward 
items direct the drawee bank. 

Consider the collecting bank’s liabil- 
ity for default its correspondents: 
How the country divided this prop- 
osition? over twenty-six states the 
initial bank deposit not liable pro- 
vided, course, uses due diligence 
the selection its sub-agents. the 
other states have the strict and 
harsh rule that bank responsible for 
default its correspondents. mat- 
ter protection, most bankers enter into 
agreement with their depositors dis- 
claiming such liability. This agreement 
fully justified for the reason that the 


ordinary exchange charge all out 
proportion the service rendered and 
the bank should not undertake guar- 
antee the solvency its sub agents. 

The proposed Code provides that the col- 
lecting bank shall liable for its own lack 
exercise ordinary care but shall not 
liable for the neglect, misconduct, mistakes 
defaults any other agent bank. 

Bankers will perhaps recall the fa- 
mous Malloy decision the Supreme 
Court the United States, which 
was held that collecting bank neg- 
ligent takes anything other than 
cash payment items. one will 
question the statement that this deci- 
sion archaic when applied the pres- 
ent methods collection. Payment 
cash relic the past, and yet bank- 
ers are compelled obtain special per- 
mission receive payment bank 
draft. The Federal Reserve banks, 
the other hand, are allowed 
regulation, and even these cases there 
has been litigation whether per- 
sons dealing with the Federal Reserve 
bank sub agent, are bound the 

The proposed Code provides that the col- 


lecting bank may receive a bank draft in 
lieu cash. 


Deposited for Collection 


item deposited for col- 
lection, the very heart the un- 
dertaking that the bank agent for 
its depositor and that such agency re- 
lationship should continue for the pro- 
tection the bank until has received 
the proceeds. The all-important thing 
for the initial bank deposit safe- 
guard itself against that should 
not responsible debtor for the 
items until actual final payment has 
been made and received it. Re- 
alizing this, banks enter into stipula- 
tions with their depositors the effect 
that “all items are credited subject 
final payment,” words similar im- 
port, but here the bankers receive an- 
other shock. Now comes decision 
the Supreme Court the United States 
the case City Douglas Fed- 
eral Reserve Bank, Sup. Ct. 554, 
which holds that such stipulation does not 
protect the bank all cases. that 
case the court held that when item 
was unrestrictively indorsed, the bank 
took title when credit was passed 
the depositor, and that under this stipu- 
lation the bank had right charge 
back item,. although final payment 
was not made the bank. the 
common understanding between banks 
and their customers that credits for un- 
collected items are only provisional, and 
the right revoke credit should re- 
tained until the bank fully protected. 


The proposed Code provides that the bank 
shall agent the depositor for the col- 
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lection item and that any credit given 
therefor shall revocable until such time 
the proceeds are received actual 
money unconditional credit. 

now come the hopeless confu- 
sion which collecting banks find them- 
selves when one bank fails. How the 
receiver distribute the assets? Who 
entitled preferred claim? Are 
the assets impressed with trust 
favor the owner item items? 
These are questions which inevitably 
arise. Some courts hold that whether 
not there trust fund depends 
the intention the parties. According 
these cases, debtor and creditor 
relationship exists reference the 
proceeds, the owner entitled come 
relationship intended, the owner 
entitled preference. The country 
hopelessly divided this question, 
and several the states piecemeal 
legislation have passed laws settling the 
question for their particular state. 

The proposed Code provides that ex- 
cept where the failed bank (whether 
drawee other collecting bank) has 
been accepted debtor for the collec- 
tion proceeds reason uncondi- 
tional credit, trustee relationship 
created with respect such proceeds, 
and the owner entitled preferential 
payment. 


The Risk Apparent Owner 


NOTHER important 
point interest the risk which 
collecting bank assumes apparent 
owner collection paper. Although 
there relation agency between 
the bank and its depositor, subsequent 
purchasers may hold the bank liable 
apparent owner certain cases. This 
point illustrated the decision 
the Court Appeals New York 
the case Park Bank Seaboard 
Bank, 114 New York 28. Briefly, the 
facts are these: 

The first bank received item in- 
dorsed blank for collection. The 
amount had been raised from 
$1,800. was indorsed “for collec- 
tion” the second bank, which 
turn received payment for the raised 
amount from the drawee. The second 
bank appearing the indorsement 
agent was not liable after 
had paid over the money its prin- 
cipal, the first bank, but the first bank 
was held liable the drawee because 
was apparently owner the draft, 
although, fact, agent for collection 
only. the first bank had recourse 
against its worthless depositor, had 
stand the loss. 

conceded that there way 
controlling the manner which 

(Continued page 935) 
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Complications Await the Money Doctor 


ANY people who know China 

have looked upon the invita- 

tion the Chinese govern- 

ment American Com- 
mission survey the economic and 
financial situation China and make 
recommendations the form pro- 
jects law largely window dressing. 
There nothing, they contend, that 
American Commission can recommend 
China the way reform which 
has not been recommended score 
times already myriads foreign 
advisors, consultants and commissions 
which have haunted Peking for the past 
twenty years and whose recommenda- 
tions even though sometimes placed 
the statute books have been blandly 
ignored the very perpetrators 
the evils they were designed mitigate. 

The facts are that China’s problems 
are still and will, for long time 
come, remain political. China has in- 
flation because paper money has 
currency outside the larger ports. 
has problem unbalanced budget 
because all available revenue spent 
and all expected revenue hypothecated 
immediately. There occasion for 
budget, except matter book- 
keeping what has been spent. Every 
official knows what going spent. 
just the amount that officialdom 
can lay its hands on. 

the face these look like eco- 
nomic and financial problems, but 
one delves deeper into Chinese history 
and Chinese psychology, will found 
that the two words which the Chinese 
mind denote the greatest antithesis are 
official honesty. have become 
official China means the “man 
the street” that one has paid out large 
sum money order gain larger 
sum money. business proposi- 
tion. has been business proposition 
for centuries. All business China 
nicely adjusted that every one 
taken care all down the line. Any- 
thing that interferes with another’s live- 
lihood very likely arouse protest 
and protest China sacred thing. 
can only combated reason. Even 
you win argument brute force, 
you are the moral loser because you have 
had resort force. The victorious 
army must have “Three Principles” 
its side not victorious. And 
with all the Chinese are very logical. 


Chinese Prefer Silver 


the present Chinese banking 
system. admittedly bad and 
cumbersome. involves the use 
great deal silver that could very 
easily kept the banks’ vaults with 
notes circulated instead. But whether 
these Chinese banks were private in- 
stitutions public institutions they 
would subject the last analysis 
the final test official honesty and 
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because the average Chinese merchant 
has had much experience with this 
the lack it, prefers have 
notes foreign bank. 

Nor this reflection any govern- 
ment China past, present future. 
merely commentary the fixed 
reaction Chinese business toward 
government. How, therefore, can any 
reform predicated upon government 
rules laws have any effect upon the 
situation? The law may say that the 
bank shall keep certain amount 
bullion its vaults against the note 
issue, but the people will not trust 
the bank the government, the chances 
attracting the hordes silver the 
ground the huge deposits the for- 
eign banks the treaty ports are indeed 
remote. 


Invincible Theory 


NLESS some means are devised 

doing just this and creating 
fluid and mobile currency the basis 
this wealth which has left the chan- 
nels trade China proper, not much 
chance exists remedying some the 
major economic problems. 

The same psychology found 
underlie most the other pressing 
economic problems China 
taxation was devised for China far 
back the days Sir Robert Hart, 
the first Commissioner Customs 
1842. tried get rid the likin 
barrier tax the transportation 
merchandise, which saw was dwarf- 
ing the volume China’s internal trade, 
suggesting land tax. His theory 
was that land tax, properly ad- 
ministered, would yield enough revenue 
for all the needs the government. 
theory was probably correct, but 
practice inconceivable envision 
the proper administration land tax 
China. 

the time the revenues had passed 
from the magistrates the pro- 
vincial officials, the central government 
would receive large batch receipts 
but cash. This has been the history 
the salt gabelle (the hypothecated 
salt revenues), for many years foreign 
administered. province after pro- 
vince broke away from the authority 
the central government after the es- 
tablishment the Republic 1910, the 
measure its independence was the 
dwindling percentage the salt tax 
which reached the coffers the Peking 
Government until the authority 
Peking over the provinces became nil. 
Then came the reaction against for- 
eigners 1925 and the salt tax now 
practically administered the military 
authorities except the two three 
provinces over which Nanking and the 
Nationalists exercise some control and 


maintain some semblance civil author- 
ity over the military. theory the 
salt tax was invincible. practice 
has ceased factor the revenues 
the central government. 


New Confucius Needed 


the American Commission will 
find that the basis most 
China’s problems are such that even 
fine code laws and the most elabo- 
rately drawn charters 
banks will not prevail 
ditions which have their genesis pub- 
lic morals. The American Commission 
somewhat the position general 
practitioner called where urgent 
major operation needed. wise 
will pack his stethoscope and 
prescription blank his little black case 
and telephone for surgeon. mustard 
plaster will not the job for 
Neither will elaborately written pre- 
scription. China suffering from 
cancerous growth which can only 
exterminated the knife. 

more than political problem. 
people something which they have never 
felt,—civic consciousness. new inter- 
pretation must created the minds 
the Chinese the term “official 
honesty.” order this may 
necessary start with the Chinese 
business man himself. Something akin 
the rigid standards the guild must 
applied his relations with the 
government. must made see 
that without responsible government 
business must suffer and that 
his interest keep government honest 
creating such high standards among 
his fellow business men that corruption 
will wiped out. have delusion 
that this going accomplished 
result any commission’s report. 
can only grow out situation 
which the old venal system has become 
bankrupt. 

All that has been said here readily 
admitted the thoughtful 
Chinese. Had the Nationalist govern- 
ment sent for commission experts 
government instead economics 
and finance, the same difficulties would 
have remained. Regardless the form 
government, long the popular 
attitude toward government remains 
what is, the chances any change 
for the better are remote. Nothing 
short the advent new Confucius 
with entirely new set analects, 
minimizing the family relationship and 
glorifying the state, could create within 
the Chinese breast that feeling which 
subject pride. When 


realize that without our faith the 

state, our whole currency and banking 

system would crumble, sometimes 
(Continued page 
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Controlled Mississippi 


water reaches flood stage fifty-five 
feet the present levee the western 
river bank over-topped, washes out, 
and the water rushes down the flood-way 
the St. John Bayou, removing all 
danger Cairo and the surrounding 
territory. Not only Cairo made safe 
but the whole St. Francis basin, which 
one time was playground the 
Mississippi and which now profit- 
able cultivation, made less liable from 
danger through crevasse. 

the meantime, unless flood 
great that 1927 comes the new 
flood-way will untouched flood 
water. That district now has all the 
protection had prior 1927. 

Among the plans advocated was that 
the levees between Cape Girardeau and 
the Head Passes should set back 
several miles all the way the west 
bank the river. Two reasons make 
this impossible: One that back the 
present levees, some cases, are farms 
under high degree cultivation, thriv- 
ing towns and industries; the second 
reason comes from the fact that the 
stream has banks higher than the sur- 
rounding country. 


Height Levees Limited 


the levees were set back six 

miles, would necessary build 
them from three five feet higher, 
order maintain the same elevation 
present. When levees are built too 
high, trouble may result. Levees are 
built earth the variety found 
the neighborhood and there limit 
their height, reason the mate- 
rial and also reason the type 
foundation. Flood waters exert terrific 
pressure upon the levees and weak 
place found the levee wall, pres- 
ently the clear natural seepage turns 
muddy stream and the sand boil gives 
warning impending crevasse. 

crevasse ordinarily not sudden 
break which lets through 
cataract water, but following sand 
boil there small trickle which in- 
creases volume. cure for sand 
boils usually available the boil 
discovered soon enough. The overtop- 
ping levee water will also cause 
crevasse. 

The water escaping Cairo eventu- 
ally reaches the Mississippi New 
Madrid and from here the mouth 
the Arkansas River the natural channel 
the Mississippi River, with levees 
strengthened and slightly raised both 
sides the river, sufficiently wide 
care for the super-flood and protect 
the developments the St. Francis 
basin, except for the back-waters the 
mouth the St. Francis River. 


Fraught with Danger 


HERE the Arkansas pours its pos- 
sible 813,000 second-feet together 
with the White’s 440,000 into the Missis- 
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sippi trouble sure develop. Here, 
carry the recent flood, levees ten feet 
higher would have been necessary 
care for the flow registering sixty-nine 
the Arkansas City gage, which 
thirty-seven miles below the mouth 
the Arkansas River. Estimates are 
made that flood stage might occur 
which would bring stage over 
seventy-four feet. Building levees 
control such flood would impracti- 
cable and fraught with the greatest dan- 
ger the country-side the very prob- 
able event crevasse. The present 
levee 60.5 feet high and will 
raised three feet each side the 
main river except for the fuse plug sec- 
tion. All possibility accident over- 
topping the main levees will elimi- 
nated, spilling out the main river 
the vicinity Cypress Creek, which 
natural diversion channel, all wa- 
ter beyond maximum 1,950,000 
second-feet. insure this diversion, 
fuse plug levees the present height 
and present strength and grade will re- 


for thirty-five miles on.the west 


bank the river the vicinity Cy- 
press Creek. soon this fuse levee 
earthen levee can withstand water flow- 
ing over its top. The possible 900,000 
second-feet water spilled out here 
from the Mississippi River will run 
through flood-way down the Boeuf 
River Basin. order that the good 
lands the basin may not inundated, 
guide levees about thirteen miles apart 
will keep the diverted stream within 
the floodway. 


These floodways, estimated, will 
rarely used since any flood must over- 
top the present levees before spills 
over into the channels prepared for it. 
However, much unrest has developed 
among the people living the area set 
apart floodways. The claim made 
that their lands and possessions are 
being sacrificed for the advantage 
the other parts the valley; that the 
provision which required the Federal 
government arrange for flowage 
rights being construed their disad- 
vantage; that they should have one 
payment compensation now rather than 
compelled wait until such time 
super-flood shall have wrought dam- 
age them. opposition this view 
claimed that the main river 
prepared carry more water than 
ever before and that additional de- 
structive floodwaters are diverted 
from the main channel the Mississippi 
River reason the protecting levees 
the Boeuf and Atchafalaya Basins; 
that these lands will not subject 
overflow any more frequently than they 
have always been overflowed; that the 
fact that the government will build pro- 
tection levees certains basins give 
additional protection the better lands 
those basins not any reason for 
the government considered ob- 


ligated protect all the swamp lands 
pay the land owners who force 
circumstances and natural conditions 
cannot protected for any price less 
than the value their swamp lands. 


Held Back the Waters 


the meantime the Governor 

Louisiana has appointed commit- 
tee harmonize the various views 
the affected areas that state, and 
bring the situation the conscious at- 
tention Congress for legislation. 

The stage the Mississippi River 
flood has been one continuous growth. 
the land the north has been cleared 
off and drained, the storm waters more 
quickly reach the river. 

The late Stuyvesant Fish, president 
the Illinois Central Railroad, the 
authority for the statement that when 
was youth there were innumerable 
marshes, ponds and small lakes all over 
the state Illinois and water courses 
various kinds and sources with 
streams leading from them into the 
rivers, and when the rains fell these 
many places amounted very consider- 
able natural reservoirs which held the 
waters back for days and weeks. 

Now when snow melts rain falls, 
the waters with rush through pre- 
pared channels into the nearest stream 
and eventually into the Mississippi 
River. However, Joseph Ransdell, 
United States Senator from Louisiana, 
says that when was boy there was 
great natural reservoir the St. 
Francis Basin, which lies the west 
side the Mississippi between Cairo, 
and Helena, Ark. When the water 
rose above the normal banks the 
river, would flow over the 7,000 square 
miles land the St. Francis Basin 
and remain impounded for two three 
months. The levee has changed all that. 
the basins have been leveed and the 
swamps drained each succeeding flood 
has been greater than the one before, 
breaching the levees which had been built 
almost the cost bankruptcy, and 
imposing horrors unknown those not 
residing the area affected. 


Indescribable Confusion 


than seventy-five years ago 
the Congress the United States 
was warned that the process which re- 
lieved the upper country would ruin the 
country below. 

the maze waters when the White 
River and the Arkansas River pour 
their floods into the Mississippi called 
trouble, words fail trying give 
impression the indescribable confu- 
sion waters when the currents the 
Red with 200,000 second-feet seek 
merge with the Mississippi, the Boeuf 
Basin diversion and the backwaters 
from the North. The Red River, strictly 
speaking, does not enter into the Missis- 
sippi but into the Old River, which, 202 
miles above New Orleans, impartially 
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pours its waters where the resistance 
least, either into the Mississippi the 
Atchafalaya. The Atchafalaya River 
the natural overflow outlet the South- 
ern Mississippi River. 

Here this tangle streams there 
gathers super-flood possibly 3,000,000 
second-feet water, amount great 
that the lay mind cannot comprehend it, 
and which possible engineering 
feat can carried, with safety the 
country, down the main channel the 
Mississippi. Under the new plan the 
main river with strengthened levees 
raised about three feet both sides 
the river cares for 1,500,000 second-feet, 
and the rest goes down the Atchafalaya 
River and Basin, finally reaching the 
Gulf route 150 miles nearer than 
way New Orleans. the days be- 
fore the levees were built estimated 
that not more than 50,000 second-feet 
passed out this way. 

Here again the good lands the 
Atchafalaya Basin are protected 
from the possible flood 1,500,000 sec- 
ond-feet levees both sides the 
Atchafalaya River, ranging from ten 
twenty-five miles apart. 


All Will Protected 


avoid the menace 1,500,000 

second-feet water New Orleans 
spillway will constructed from the 
eastern bank the Mississippi, thirty- 
five miles above New Orleans. When 
the stage reaches twenty feet that 
city this spillway will operate prevent 
rise above that point, diverting nec- 
essary 250,000 second-feet Lake Pon- 
chatrain, the remaining 1,250,000 second- 
feet going way New Orleans 
the Gulf. When the contemplated works 
shall have been completed esti- 
mated cost $325,000,000 under the 
direction the Mississippi River Com- 
mission, all the land the Mississippi 
alluvial valley comprising the four great 
basins: the St. Francis Missouri and 
Arkansas; the Yazoo Mississippi; the 
Tensas Arkansas and Louisiana; and 
the Atchafalaya Louisiana, except 
that given over back-water and flood- 
ways, will protected from the greatest 
estimated flood, and never again will 
the specter the greatest peace-time 
disaster flash before the inhabitants 
this valley. 

The Flood Control Bill which makes 
this consummation possible is, the 
judgment Senator Ransdell, dweller 
the flooded area “the greatest piece 
constructive legislation for internal 
improvement ever passed since the world 
began.” 

Thus, after centuries building piti- 
fully inadequate but expensive works, 
the Mississippi flow its own way 
under control. look the situa- 
tion now, the light knowledge 
reached scientific survey, seems in- 
credible that such condition should 
have been allowed exist this the 
richest and most resourceful country 
the world. 


Read the warnings the Protective 
Section this issue. 
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“Too Active Competition Foreign 
Loans” 


the New York Stock Exchange 
delivered address before the 
American Club Paris Washing- 
ton’s Birthday during which declared 
that too much competition among the 
leading creditor nations making for- 
eign loans would produce 
ments. 

the course his remarks the 
subject the friendship France and 
America said: 

speak the financial recovery 
France, because has already made 
economic way for closer and more 
intimate relations with the United 
States. America recent months has 
given example the world avoid- 
ing hoarding gold for purely na- 
tional reasons. Today the United 
States, roughly $60,000,000,000 bank 
credit supported base about 
$4,000,000,000 gold—in itself re- 
markable achievement the efficiency 
with which have utilized gold 
the creation bank credit. The French 
franc and the American dollar are today 
both firmly established the same basis 
gold. Since the world’s gold supply 
after all relatively limited, the proper 
apportionment among the lending 
gold-standard nations, and the safe yet 
efficient employment gold basis 
for the banking credit which commerce 
and industry require, remain in- 
ternational problem requiring our best 
efforts and our intelligent cooperation. 

“The return more normal financial 
conditions here have also made France 
what she was before the war—a creditor 
nation, with funds lend abroad. 
Presently French capital will seek ex- 
tensive investment long-term well 
short-term forms. Here again lies 
another common bond with the United 
States. America, engaging recently 
for practically the first time foreign 
lending, has had imperialistic aim. 
has been economic rather than 
political development, caused our 
sudden super-abundance capital. The 
United States still has too great un- 
developed resources within her own 
borders need desire play 
imperialistic role abroad the basis 
her exported capital. such motive 
actually dominates today either Wash- 
ington Wall Street. 

“On the other hand, American in- 
vestors have greater love seeing 
their foreign investments impaired, than 
have the investors any other 
country. going more and 
more necessary future years for the 
principal creditor nations— 
France and the United States course 
among them—to cooperate well 
compete making foreign investments, 
and establish standards for the export 
capital which will sufficiently safe- 
guard the investing classes those 
countries. Too active competition among 
the leading creditor nations making 


foreign loans can only result the 
encouragement unsound government 
and company finance for which the in- 
vestor everywhere will ultimately 
called upon pay. 

final fundamental bond under- 
standing and sympathy between France 
and America lies the very 
problems which have often created 
serious misunderstandings between the 
great powers. For many years the 
United States has striven prepare 
its colonies for self-government, and the 
symbolizes the unselfish spirit our 
colonial policies. all colonial powers 
have discovered, however, 
economic and educational evolution 
often required, before political independ- 
ence can truly called blessing. 

“Stock markets are peculiarly sensi- 
tive and broad mirrors the modern 
world which live, and those 
who happen closely associated with 
their administration over period 
years, obtain certain respects rather 
comprehensive schooling economic 
realities. has been with 
ground experience that have ven- 
tured speak the future need 
closer international understanding, and 
mention few the stumbling blocks 
the way its achievement. 

“Complete and absolute international 
understanding is, after all, something 
very difficult accomplish. few 
modern nations always understand their 
own motives and attitudes, let alone 
those other countries. highly 
probable that Frenchmen and Americans 
will for the most part always detect 
each other, traits which are unfamiliar 
and even incomprehensible. Yet some 
critic has said genuine affection that 
always has element strangeness 
it. 

“It likely that long France 
and the United States not try 
resemble each other too closely, they will 
get famously together. Certainly 
the very differences our two countries 
age, tradition and our respective 
geographical spheres influence, should 
prove very sound basis for the con- 
tinuance that indissoluble friendship 
which has long characterized our re- 
lations.” 


Better Staffs Mean Bigger Profits 


Progressive banking staffs today must 
know more than the routine require- 
ments their own jobs—they must 
abreast the many new developments 
the world finance and economics. 
The JOURNAL presents this information 
thoroughly, intelligently, economically— 
supply your employees with their own 
personal subscriptions and watch the 
results. 

thousand banks know 
fits our Group Subscription Plan. 
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The Condition Business 


Production and Trade Volume Continues Large. Fundamental 
Conditions Sound. Banking Situation Marked Dispropor- 


tionate Volume Credit Secured Loans. 
pressed Tight Money. 


ELDOM does happen that the 
general business outlook entire- 
clear but the present time 
the situation particularly puz- 

zling, that the volume manufac- 
turing and trade being maintained 
very high level and conditions most 
major industries are sound and healthy, 
yet the banking and credit situation 
uncertain and increase rediscount 
rates the Federal Reserve banks 
seems imminent brokerage borrowings 
resume their rapid increase. 

Conservative bankers who have stud- 
ied the course credit expansion re- 
cent months cannot help but have real- 
ized that disproportionate share 
the country’s liquid banking deposits 
was being put into secured loans, which 
may safe but are not self-liquidating 
and are not eligible for rediscount 
the central bank. 

While the bankers would very 
reluctant take any action that would 
hurt commercial business, nevertheless 
stock market speculation should again 
become rampant they would forced 
increase the Federal rate even 
per cent, which would strike blow 
business but eventually result lower- 
ing stock prices and release credit 
present tied the market. 


New High Steel Production 


production January was the 
highest for any January the coun- 
try’s history. Buying has been active 
from the automobile industry, and 
manufacturers railroad equipment, 
farm implements, airplanes and machin- 
ery. Coke prices are higher. With the 
exception structural shapes, demand 
for steel products has brought in- 
creasing accumulation unfilled orders, 
with emphasis quick delivery, and 
certain specifications have been slightly 
advanced price. Whether the basic 
steel industry can maintain this record 
volume throughout the year question 
that only time can tell, and judging 
from fluctuations that 
have occurred even the recent pros- 
perity years would not surprising 
see this industry, that the mo- 
ment riding the crest the wave, 
slow down easier pace later on. 

Automobile output established new 
record January and expanded further 
February, there little doubt but 
that this dominant industry will achieve 
net record production for the first 
quarter 1929, and earnings Gen- 
eral Motors are reported running 
new high levels. The Ford Motor 


Company maintaining its 
while the large companies the second- 
ary group are doing likewise, and pros- 
pects indicate battle royal among the 
concerns making what might 
called the third group according size, 
and the fourth group, for have 
pointed out before, capacity for produc- 


TONS 
PER DAY 


Steel production maintained 
the prosperity level 


tion well excess possible demand 
every manufacturer should run full 
schedule. Automotive parts and acces- 
sory manufacturers should well this 
year, for their sales and earnings are 
dependent volume vehicle produc- 
tion, rather than the ultimate success 
individual manufacturers marketing 
cars profit. 

Statistics new building construc- 
tion are conflicting, but the best in- 
formation available seems indicate 
that January like December, had 
slightly smaller amount new contracts 
awarded than corresponding months 
the previous year, also that February 
ran moderately behind, but that there 
irregularity conditions. New En- 
gland and the New York-New Jersey 
territory, also the Northwest, have 
slumped quite materially 
weeks, but the central East, around 
Pittsburgh shows increase. There 
has been some gain commercial and 
industrial structures, which 
more than offset decline residen- 
tial building, municipal work and public 
utilities. 


Builders Turning Stock 


money very hard 
obtain and builders are/now turn- 
ing the alternative sto¢k financing, 
which has been done gnly limited 


Bond Market De- 
Financing Shifts Stock Issues. 


scale the past. Since the public 
wants stocks, apparently any kind 
stocks and any return whatever (if 
any), the practice spreading offer- 
ing investors and tenant-buyers first 
preferred stock the buildings, plus 
bonus common, which corresponds 
first mortgage; the builder purchases 
some second preferred stock, smaller 
amount, and also secures bonus 
common; while the manager the build- 
ing receives the remainder the com- 
mon stock, whose value will ultimately 
determined the ability and effi- 
ciency management and the success 
the venture. this plan can 
adopted with variations suit local 
conditions, builders who work 
conjunction with investment bankers 
throughout the country, may possibly 
result holding the building ac- 
tivity which has amounted around 
$8,000,000,000 annually and 
such important factor our pros- 
perity during recent years. 

Reports trade are not entirely sat- 
isfactory but the complaints re- 
stricted buying because the severe 
weather conditions, with alternate 
storms and periods thawing that make 
for poor roads, are doubtless balanced 
good buying seasonable merchan- 
dise, particularly heavy underwear and 
clothing. seems that the complaints 
always exceed the favorable reports. 
Last year there was continual comment 
the lack volume and profit, yet 
tabulation earnings over 900 Amer- 
ican corporations shows that net profits 
gained per cent over 1927 and were 
the highest the country’s history. 

Merchandising the part large 
organizations has now become well sys- 
tematized and they count gain 
least per cent annually sales 
and profits. Further expansion the 
chain store field will witnessed this 
year. Following the action Sears, 
Roebuck Co. and Montgomery Ward 
Co. supplementing their mail-order 
business with local chain stores, the com- 
mercial world has received with great 
interest the announcement that Mar- 
shall Field Co. Chicago are going 
into the chain store business ex- 
tensive scale. Apparently there 
cessation the march these 
large organizations, and the small in- 
dependent merchant can best fortify his 
own position adopting the principles 
that the big systems have discovered 
and proved, namely, careful buying, 
merchandise control, conservative credit 
policies, accurate accounting procedure 
and liquid working capital position. 
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Grain Markets Reflect Concern 


the weather has had any serious 
effect during the past month, 
more likely have been agricultural 
conditions than trade. Department 
Agriculture reports not mention any 
great damage crops, but the action 
the grain markets reflects that con- 
cern felt, and prices wheat, corn, 
oats and rye are materially since the 
first the year. Winter wheat prob- 
ably hardy enough come through the 
cold weather, alternated thawing, 
without much injury and too early 
form any accurate idea probable 
spring crops. may that the cause 
concern the European conditions, 
where the worst storms many years 
have been raging and where grain pro- 
duction will much smaller this year 
than usual. the same time the world 
consumption wheat the past year has 
been unexpectedly large, particularly 
the Far East. American farmers should 
benefit materially the upturn 
prices, even though they are not 
compared with April and May last 
year when world shortage grains 
seemed prospect. 

rather unfortunate turn has come 
into the hide and leather situation 
result break hide prices since the 
beginning the year from around 
cents per pound 14% cents present. 
This will not affect farmers primarily, 
for cattle are sold for meat rather than 
hides. will tend cut earnings 
the packing companies however, also 
leather tanners and shoe manufacturers 
inventory. This most recent break 
the hide market very similar 
that after the War, but smaller 
With prices advancing for almost 
two years the cost leather naturally 
was increased and hides were attracted 
this country from all parts the 
world. the same time there was 
stimulus given leather substitutes, 
such rubber heels, composition soles, 
artificial leather upholstering, etc. After 
that, the story ended the usual way. 
Recovery may fairly rapid, however, 
for slaughter cattle not expected 
particularly heavy this year and 
the shoe business active. 


Metal prices have been the real fea- 
ture the price movement during the 
month. Copper has been advanced fur- 
ther and now stands 19% cents per 
pound, which cents higher than 
the beginning the year and 
cents higher than the low point 
1928. Production has been increased 
very rapidly, the American rather than 
foreign mines accounting for most 
the increase, yet demand from domestic 
and foreign sources, for the electrical, 
building, automobile and utility indus- 
tries has increased even faster. Unless 
the further increase production 
controlled, and the copper industry has 
never exhibited much success con- 
trolling its operations when prices are 
booming, there may occur reaction 
copper similar that rubber, sugar 
and hides. the moment, however, 
profits the producers are running the 
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best for many years. Lead has advanced 
7.1 cents per pound. 


Money Rates Expected 
Continue Firm 


LTHOUGH this the season the 
year when money rates, ever, 
should easy, there has been ap- 
preciable weakening the firm rates 
that prevailed during January and 
February. Since the first the year 
the cost call money has ranged 
between and per cent, and 
some days has gone per 
cent. Time money holds per 
cent, the highest since 1921. Acceptance 
rates have again been marked 
and there evidently occur- 
ring change policy American 
banks toward the acceptance market, 
namely disposition let the bill busi- 
ness stand its own merits and not 
make preferential rates any longer. 


Money rates continue around the 
highest since 1921 


Several possible developments may 
come from this changed policy, which 
may result American banking losing 
other countries this acceptance busi- 
ness that has been carefully built 
since the establishment the Federal 
Reserve System, secondly, forcing 
acceptance money rates other world 
centers conform the New York 
level, or, third, losing some the busi- 
ness but keeping good share 
despite higher competitive rates, merely 
because has been built here and 
many customers will continue finance 
their acceptance business with domestic 
banks out habit, since the fractional 
difference rates does not amount 
much single transactions. 

the many interesting phases the 
money market situation today, few 
seem have been emphasized rather 


1929 


clearly late and they are surprising 
their diversity. One may note: (1) 
public opinion expressing greater 
criticism the banks and the Reserve 
System, for “spoiling” the stock market 
(2) reserve authorities have declared 
themselves unequivocally secured 
loan expansion; (3) individual bankers 
are coming into agreement the 
unfavorable effect these loans their 
own position; (4) brokerage houses take 
the opposite view, pointing out that the 
loans are well secured, amply margined, 
and represent money put into industry 
via stock issues; (5) bankers have 
fault find with the sensational ad- 
vances their own stocks many 
times books values. 

Since money rates this season have 
held firmly there seems little chance 
any material easing until next au- 
tumn, unless there should severe 
break the stock market else 
marked slowing business. Gold 
imports might serve ease the tension 
temporarily but such gold has been 
received has been absorbed almost im- 
mediately further expansion, and the 
central banks England, France, Ger- 
many and the Canadian banks all show 
disposition obstruct any outflow 
gold from their own reserves. American 
bankers have now had time carefully 
consider the warning the Federal 
Reserve Board last month, its approval 
the Federal Advisory Council and the 
letters from the various Reserve banks 
their members, urging the curtailment 
these secured loans, and suggesting 
that rediscount facilities denied mem- 
bers who use Federal Reserve funds for 
lending the stock market. All this 
has had tempering effect, but the last 
few days February witnessed re- 
newal speculative fever which may 
necessitate the further action that was 
threatened but apparently 
seriously. 

Buying sound bonds present 
levels would doubtless result eventually 
pleasing surplus the investment 
account when the present money situ- 
ation has worked itself out. New offer- 
ings are few and the yields are par- 
ticularly attractive, good municipals 
being available yield 4.5 better, 
utilities and industrials yield 5.5 
6.5 per cent and numerous foreign issues 
that are well sponsored yield 
even per cent. One the largest 


(Continued page 952) 


Major Financing February (See page 952) 


Issue 
Utilities Pr. Lt. Corp. deb 


Central Pub. Serv. Corp. conv. deb... 
Cons. Invest. Corp. of Canada A 
Berlin City Elec. Co. s. f. deb 

Cons. Gas Blec. Lt. & Pr. Co. 1st ref. 


State Louisiana highway 

Florida Power Corp. 1st A 

City of Cleveland 

American Service Co. 1st A 
Winchester Repeating Arms Co. deb.. 
Peoples Lt. & Pr. Corp. conv. deb.... 
Tidewater Power Co. ist A 

Reliance Management Corp. deb. A.. 

Pacific Public Service Co. conv 


Amount 


$36,000,000 
Coml. Invest. Trust Corp. conv. deb.. 35,000,000 
25,000,000 
15,000,000 
15,000,000 


10,500,000 
10,000,000 
10,000,000 
10,000,000 


Rate 


Aan 


a 
com, 
RATE 
Due Price Yiela 
1959 98 5.12 
1949 105 4.52 
1949 5.80 
: 1959 100 4.50 
1959 93% 7.0% 
Harpen Mining Corp. 1949 6.93 
Kingdom Roumania ext. f....... 1959 8.07 
1930-49 
9,000,000 1979 94 5.87 
8,300,000 1930-64 4.15-.50 
7,000,000 1944 99 6.10 
; ka 6,500,000 % 1934 99% 6.62 
" 5,300,000 1979 94% 5.35 
5,000,000 1954 99% 5.00 
pe 5,000,000 1954 96% 7.33 
5,000,000 1944 6.15 
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“STANDARD Services” 


provide flexible, far-reaching sys- 
tem investment information for 
bankers, financial exec- 
There are STANDARD 
services all. Each designed 
meet specific need. STANDARD 
services are the the larg- 
est statistical organization the 
world; established years ago; 
employing nearly 500 people; occu- 
pying 102,000 sq. ft. floor space; 
20,000 subscribers, 
including the largest banks and in- 
vestment houses North America. 
Upwards five tons mail out 
our clients every day. 


How Often Have YOU Been 
Position Like This 


SALESMAN calls sell you bond. You know him and 


SERVICES 


his house. Both are reliable. The bond looks like sound 

investment. has the right Maturity, right Marketability, 

right Mortgage Security. attractively 
How can you 

There just one way find with all 

other active bonds the same similar industries, similarly 

well secured, having similar maturity and similar marketability. 


Why You Need STANDARD Service 


| 
REMOVE THE DOUBT 


What Users Say: 


have used this service for the last 
year and this is the first year we have 
been able to liquidate our bond account 
at a substantial Premium. Our expe- 
rience heretofore haphazard purchas- 


ing of new issues had been largely on 
the loss side. also find your service 
very helpful advising our clients.”— 


“We have used your Standard Bond In- 
vestments Service for many years and con- 
sider it the most convenient and com- 
plete record of bonds published. This 
service has been very valuable to us 
and we would not care to be without 
it.’—From a bank in Bethlehem, Pa. 


“We like particularly the Weekly Bul- 
letins with comment on Price Changes 
and data on New Bond Issues. This has 
frequently brought to our attention op- 
portunities for profit which would other- 
wise have been overlooked.”—From a 


bank in Washington, D. C. 


“I have used your service constantly 
from the very beginning, and have made 
very thorough test its efficiency. 
have no criticisms, and do not hesitate 
to say that I have found your service 
very useful.”—From an officer of a 
Philadelphia bank. 


STANDARD STATISTICS Inc. 


The Largest Statistical Organization the World 
200 Varick Street, New York 


There actually only one way 
making such comparison bond 
values. That way through the use 
STANDARD service—the only 
service existence that shows in- 
stantly where any bond stands 
relation the entire bond market. 

This STANDARD service brings 
you regularly revised lists ac- 
tive bonds, both new and seasoned— 
rated and grouped for instant com- 
parison and quick decision. Leads you 
directly the bonds that are selling 
the most attractive prices. Offers 
you opportunities for profit which you 
cannot get any other way. Safe- 
guards your investments; increases 
your earnings; adds your prestige, 
enabling you render your de- 


positors exceedingly valuable 
advisory service. 


These are pretty strong claims—so 
strong, fact, that could not af- 
ford risk our hard-earned prestige 
could not back them with 
positive 


Prove 


Before you risk dollar, you can 
prove your entire satisfaction that 
STANDARD service will all this 
and more. You can put this STAN- 
DARD service the acid test 
actual use your bank, without one 
penny expense. 


Write NOW for full particulars 
our FREE TRIAL OFFER. 


MAIL THIS COUPON 


When writing advertisers please mention the American Bankers Association Journal 


STANDARD STATISTICS Inc. 
200 Varick Street, New York 


Please send full particulars your FREE 
TRIAL OFFER Standard Service Bonds. 


BJ11 
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Legality National Bank Call Loans 


(Continued from page 847) 


holding the legality loans state- 
chartered bank excess the rate 
limited its charter, where made 
another state where the loan was 
the legal rate, find that the New 
York Court Appeals 1855 (Bard 
Maryland corporation 
make loans, but without authority, “to 
make any contract which the existing 
law amounts usury,” could make 
loan New York per cent which 
was then legal, although the highest 
legal rate Maryland was per cent. 
There further decision rendered 
the Federal Circuit Court for the North- 
Mortgage Co. Sperry, Fed. 838) 
wherein New York corporation 
ized under special Act which provided 
that “loan advance shall made 
rate interest exceeding the 
legal rate” was held not prevented from 
charging interest loan made an- 
other state rate excess that 
provided statute New York but 
not excess the rate allowed law 
the state where the loan was made. 


the case last cited the lender cor- 
poration was incorporated, under spe- 
cial act passed the legislature 
New York 1871, loan money 
individuals, corporations, associations, 
states, cities, provinces, towns, and other 
municipal bodies bond and mortgage 
real estate situated within the United 
States. Section of. the charter read 
follows: “No loan shall made, 
directly, indirectly, any director 
officer the company, nor shall any 
interest exceeding the legal rate.” 

was contended that under this sec- 
tion the corporation was not permitted 
contract for rate interest 
excess the rate allowed the laws 
New York the time the loan was 
made, and that the bonds and mortgages 
this case, far they related 
interest, were absolutely void, although 
the interest contracted for was legal 
the time and place the contract. The 
court denying this contention and 
holding the loan valid said: 

“Every country determines for it- 
self what just compensation for 
the use and risk money lent within 
its own territorial limits. The rate 
varies different states and coun- 
tries according the varying condi- 
tions affecting the money. 
rate which will reasonably com- 
pensate the lender old country, 
where money abundant and values 
are less fluctuating, would not 
reasonable new countries where 
capital needed and investments are 
attended with greater hazard. The 
rate interest regulated accord- 
ing the risk attending the loan and 
the value the money the country 
which lent. Bing. 193. 


“At the time the act was passed 
chartering the complainant, 


cent was the legal rate the state 
New York, and per cent was 
the legal rate Illinois and other 
western states. Other New York cor- 
porations, well citizens that 
state, were liberty into other 
states and loan their money rates 
allowed the local laws; and what 
reason could have operated for pre- 
scribing different rule for the com- 
plainant? Can said that the 
Legislature New York intended 
arbitrarily determine that what- 
ever money might worth from time 
time that state taken 
its value the complainant 
making loans other states? The 
question admits but one answer. 
Usury laws are local, having ex- 
traterritorial effect and 
reason has been given, 
given, why the legislature which in- 
corporated the complainant intended 
that should not allowed loan 
its money abroad rate which was 
fair and just the place contract. 
Each state may safely trusted 
determine what just compensa- 
tion for the use money within its 
own territorial limits, and protect 
its own citizens against avarice. The 
people Illinois and other states 
not need the protection the laws 
New York this respect; and can- 
not assumed that the legislature 
that state has undertaken afford 
such. protection.” 


Call Loans Not Usurious 


decisions above cited, especially 
‘those the. two ¢ases involving the 
legality loans made other states 
the old United States National Bank 
dents which make the conclusion seem 
reasonable that although the National 
Bank Act restricts the rate interest 
that allowed the law the state 
where the bank located and more, 
such restriction will not 
territorial effect; and while the specific 
point has never been decided with re- 
spect national bank, nevertheless 
seems fairly safe conclude that 
loans national bank located outside 
New York made the New York 
Stock Exchange, rate allowed 
the New York law, although higher than 
the rate allowed the law the state 
the bank’s location, would held 
legal and not usurious. hold other- 
wise, that national bank making 
loans other states limited the 
rate allowed the state the bank’s 
location while state bank competitors 
would allowed the courts charge 
higher rate allowed the state 
the borrower, would directly contrary 
the policy underlying Section 5197 
announced the Supreme Court the 
United States which give national 
banks equal advantages with. competitor 
state banks and would denying them 
the right compete equal basis. 


Convention Calendar 


STATE 
DATE ASSOCIATIONS PLACE 


April 19-20 Florida Pensacola 
April 24-25 Louisiana Lake Charles 
April 26-27 New Mexico Las Vegas 
May Rhode Island 
East Providence 
May Arkansas Little Rock 
May 9-10 Tennessee Nashville 
May Mississippi 
Excelsior Springs 
Texas Galveston 
May 15-17 Pennsylvania 
Atlantic City, 
May 16-17 Missouri 
May 16-18 NewJersey Atlantic City 
May 21-22 Oklahoma Oklahoma City 
(May 22-23 Maryland Atlantic City, 
May 22-24 Ohio Columbus 
May 22-24 Kansas Hays 


May Alabama Montgomery 
May 28-30 Georgia Atlanta 
June Idaho Twin Falls 
June Washington Spokane 


June Maine Poland Springs 
June 6-7 South Dakota Rapid City 
June 11-12 Wisconsin Milwaukee 
June 11-12 North Dakota Minot 
June 12-15 California Sacramento 
June 13-14 West 
June 14-15 Connecticut, Swampscott, 


Mass. 
June 14-15 Massachusetts 
Swampscott 

17-18 Oregon Grande 
June 17-19 Minnesota Minneapolis 
June 17-19 Iowa 
June 18-20 South Carolina 

Greenville 
June Aurora 
June 20-21 Kentucky Paducah 


June 20-22 District Columbia 
Montauk Beach, 
June 20-22 Virginia 
Old Point Comfort 
June 21-22 Colorado 
June 21-22 Utah Logan 
June 25-27 NorthCarolina Asheville 


July 19-20 Montana Billings 

Aug. 30-31 Wyoming Lander 

Sept. 11-12 Indiana Evansville 

Oct. .... Arizona Phoenix 

OTHER 

DATE ASSOCIATIONS PLACE 
April 15-18 A.B.A. Executive 

Council Biloxi, Miss. 


April 19-20 Second Trust 
Conference Atlanta, Ga. 
June 10-14 Reserve City Bankers 


Detroit, Mich. 
June 10-14 American Institute 
Banking Tulsa, Okla. 


June 14-15 New England Bankers 
Swampscott, Mass. 
Sept. 30-Oct. 
American Bankers Assn. 
San Francisco, Cal. 


SAVINGS BANK DIVISION REGIONAL 
CONFERENCES 
March 21-22 New York, 
April 11-12 Birmingham, Ala. 
April 25-26 San Diego, Cal. 


= 
f 
» 
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This Number One series advertisements bearing the general title, “Before the Age Electricity” 


PICTURESQUE character American city life disap- 
peared when the old lamp lighter ceased his nightly 
rounds. But modern civilization demands the practical 
more than the picturesque. the Age Electricity 
the closing switch distant power house furnishes 
better light, and does instantly what the old lamp lighter 
took many hours accomplish. 


The sale electricity Municipalities 

for street lighting brings constant in- 

come Electric Power and Light Com- 

panies. More and better lighting de- 

manded population increases. Yet this 

vestment,"’ which tells why 


Power and Light add the growth these companies and 


Bonds are so much in favor 


make their bonds continually more safe. 


THOMPSON ROSS 


ESTABLISHED 1912 
INVESTMENT SECURITIES 
Salle St. Bank Floor 
CHICAGO 


NEW YORK 
Copyright, 1925 Co. SAN FRANCISCO 


When writing advertisers please mention the American Bankers Association Journal 
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Buffalo’s area square miles 
serviced with branches 


the Marine. 


MARINE 


TRUST COMPANY 
BUFFALO 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $28,000,000 


Fallacies Farm Relief 
(Continued from page 840) 


deliberately enhances the cost these 
necessaries. 

this reasoning means that the num- 
ber farmers should reduced, does 
not follow that the entire industry will 
disrupted. great proportion the 
farmers are prosperous today, but 
true that important section are 
the border line between existence and 
bankruptcy. large movement both 
ways constantly going between 
town and country. 

1927, according the Department 
Agriculture, 1,978,000 persons left the 
farms for cities and towns, while 1,374,- 
000 left the cities and towns for the 
farms, and has always been 
varying proportions. The people who 
leave the farms because they be- 
lieve that their circumstances they 
can better elsewhere, and may 
presumed that those who under com- 
pulsion are the border zone, and con- 
sist largely employees, unmarried 
persons, tenants unprosperous owners 
who will personally benefited the 
change. course absurd talk 
though farms would generally 
depopulated. 


Can Regulate Themselves 


government regulate prices. 
live under régime liberty, which 
everybody free choose the occupa- 
tion wants follow, and production 
regulated automatically the price 
system. prices are unduly low any 
industry compared with others, 
sign that too many people are that 
industry. the government deter- 
mine how much shall produced and 
what the compensation shall any 
industry, must authorized tell 
everybody what work shall and 
what pay shall have, which not 
attempted anywhere but Russia. 

The government not qualified 
determine what equality between the 
different industries—to say, for example, 
what equality between farmer, 
independent business man, with the 
probability land appreciation his 
favor, and mechanic, dependent upon 
someone else for his job. There 
reason believe that either farmers 
mechanics would want the government 
fix the terms their relationship. 
With freedom make their own choice 
they can regulate the relationship them- 
selves better than overhead authority 
can it. 

The argument sometimes offered that 
numerous other lines business are 
the beneficiaries legislation, and 
therefore that proposed legislation for 
the farmers should granted. does not 
stand examination. The Transportation 
Act and Federal Reserve Act are the 
nature regulatory statutes. Railroad 
charges are regulated the govern- 
ment for the protection the public, 
but since the government undertakes 
fix charges, obviously should fix them 
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allow fair return; otherwise capital 
for railroad expansion will not avail- 
able. The Federal Reserve act was not 
passed favor banks and does not 
impose higher charges any kind upon 
the public. 

The argument from the protective 
tariff fallacious. The protective tariff 
intended stimulate and develop 
home production, but the case 
agriculture, already have surplus 
home production. Whoever heard 
subsidizing surplus? 


Dumping Unsound 


argument that the protected in- 

dustries are favored industries as- 
sumes that they make profits larger than 
the general average business profits, 
but this not true, examination 
the textile, steel and other protected 
industries will show. The protected in- 
dustries are open everybody upon the 
sole condition that they shall located 
within the country, and country 
where domestic competition active 
the United States impossible 
for these industries long make profits 
above the general level business prof- 
its. The legitimate argument over the 
merits protection relates wholly 
general benefits. not question 
providing larger profits for selected 
list industries than other industries 
make, but whether, under existing con- 
ditions, better public policy have 
certain products here import them. 
The answer may different differ- 
ent industries, but the benefits, any, 
are general and the costs, any, are 
general. The argument agricul- 
tural products are the same other 
products. The theory that the tariff 
provides distribution favors 
which each industry allotted its share 
unsound argument, wherever applied. 

firmly opposed all highly 
artificial plans which contemplate sys- 
tematic dumping products 
abroad lower prices than those 
which they are sold home. 

The policy unsound principle, 
and produces irritation, resentment and 
retaliation even when practiced pri- 
vate business. adopted national 
policy, sponsored government, 
would quickly 
complications. desire friendly and 
international 
should avoid practices that kind, 
which ourselves resent when prac- 
ticed others. Every country under 
obligations its share maintain- 
ing industry balanced and remuner- 
ative basis, instead dumping its sur- 
pluses foreign markets, without re- 
gard the demoralization which may 
result. 

opposed also any plan which 
interposes obstacles natural progress 
industry. plan which violates 
fundamental principles will any 
permanent value. 
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the Bank’s Economist: 


Call your industrial clients’ attention the advertise- 


ment below which appears Distribution 


Economy for February; the March issues 


Review Reviews, Forum, Magazine Busi- 


ness, World’s Work, Harper’s Magazine; and 
Forbes for March 1st and Time for March 4th. 


Bush Distribution Service will help cut costs and 


increase profits. 


New York 


uying 
the Cou ry. 


cut distribution 


The 


&ested, trafh 


c-jammed, 


service 
Customers 


put the burden 


solve 
d thae 
Perts whole who Organization 


ng Bush Many other concerns, b; 


Write for 


Your spec Yours for th 
info pro askin 
la 


BUSH DISTRIBUTION 


BUSH TERMINAL COMPANy 


Broad Street 
Please Mention the Vebruary of Dusters ew York, N. 


Economy 


SERVICE 


Please mention American Bankers Association Journal. 


New York your possible local Market—from 
7% to 15% of 18%, of the whole Volume you can 
from the United States, and far more than 
in profit and Promotion Values, for the Metropolis is 3 
and starts buying habits the 
where 
any because the dealer buys and takes de. 
liveries hand-to-mouth, and because, using Ordinary 
vidual distribution him difficule and Stock 
Keeping take care his demands Very 
Uf aNswer for ort, 
OF Sellers in yo), " 
Nave 
“Ver their Products in the Metropolitan territory with 
Speed, €conomy, certainty unattainable in any other 
Way. 
The Bush describes this 
Service, tells you how Bush will do everything for you in 
New York City—excepe actually sell ang advertise your 
Product—ang will give Wonderful aids © your salesmen : 
and your advertising Message. Nore 4 mere Warehousing 
S€rvice—nore Merely lofts to let with PoWer, with rail and 
Pler service alongside Bush has all more: 
facilities, unusual Planning Power, with 
Standardized and adapration 


UFFINGER, FOSTER BOOKWALTER 
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Bank North Hempstead, Port Washington, 


cheerful and inviting at- 

mosphere 
banking room combining harmoni- 
ously materials and colors always 
proves aid securing new busi- 
ness. competent firm bank 
specialists can best and most eco- 
nomically solve your building prob- 
lem. 


ARCHITECTS 
BANK EQUIPMENT AND VAULT ENGINEERS 
221 WEST 57th STREET 
NEW YORK 


Scientific Savings 
Banking 


(Continued from page 844) 


The capable savings banker will think 
through these matters and arrive 
viewpoint full faith, enthusiasm, ap- 
preciation for the romance hidden his 
routine business, and loyalty the 
ideals and the vision which have always 
animated our best savings bankers. His 
program might, perhaps, phrased 
some such words these: “Soundly and 
carefully gain each year reasonable 
number quality savings accounts; en- 
ergetically concentrate upon savings 
customers who have real possibilities for 
increased accounts and for business 
other departments; and powerfully 
champion the savings account es- 
sential element the economy our 
national life.” 


Sacrifices Progress 


fourth essential, should say 
that savings banker can thor- 
oughly capable who mentally slave 
tradition. Accumulated experience and 
time-tested rules have important 
place; but so, too, has imagination 
unafraid contemplate the new—an 
imagination which surveys the straight 
path desired objective and then 
hacks high road through untrodden 
territory. 

are living age discovery, 
untrammeled and scientific approach 
every problem, new methods and 
new ideas. Let the banker who afraid 
face these facts remember that his 
competitor going face them, and 
that progress will on, with him 
over him. Some personal feelings and 
desires may have sacrificed this 
march progress. But usually, the new 
way, once perfected, proves the 
better way; and after readjustment has 
been accomplished, everyone the hap- 
pier for it. Any banker can cite ex- 
amples where imagination going head- 
long pursuit the new has occa- 
sioned severe losses. But how much 
greater, though unmeasured and un- 
measurable, have been the 
flicted through frozen adherence out- 
worn methods. 

Moreover, mind that not receptive 
the human phases business and un- 
able look things from the custom- 
er’s side. Let then take time 
think, and time let 
sciously brush aside preconceptions and 
court new ideas. 


Greater Vistas Unfolded 


final qualification the good 
savings banker whole-hearted co- 
operation with other savings bankers. 
Maximum progress along various the 
lines have touched depends chiefly upon 
professional cooperation. Cost figures, 
the development investment programs, 
studies major income and expense 
items, and many other phases the 


q 


subject gain value directly even 
higher ratio they are put into force 
throughout wider circle banking in- 
stitutions. thoughtful savings bank- 
can reflect upon the progress this 
without acknowledging that the 
confidence which held the pub- 
lic, and the standards and principles 
which his own bank run are, large 
change experience. 

need not cite the countless ways 
which cooperation the American 
Bankers Association has brought accom- 
plishment the last half century. But, 
commendable our accomplishments 
have been the past, always find 
that the road progress the future 
unfolds even greater vistas oppor- 
tunity. hope that during this 
administration, various avenues co- 
operation, particularly among banks 
smaller communities, may lead more 
extensive and more intensive develop- 
ment our opportunities than any 
time our rich and honorable past. 


Eastern Savings 
Conference 


Eastern Regional Savings Con- 

ference will held March and 
the Hotel Commodore, New York 
City. The meeting, which concerned 
with the problems banks doing 
savings business, under the auspices 
the Savings Bank Division the 
American Bankers Association. 

Speakers the two-day conference 
include Philip Benson, secretary Dime 
Savings Bank Brooklyn; Austin Mc- 
Lanahan, Vice-President, Savings Bank 
Division, American Bankers Association, 
and president Savings Bank Balti- 
more; Taylor Durham, President, 
Savings Bank Division the American 
Bankers Association and vice-president 
the Chattanooga Savings Bank and 
Trust Company; Allan Cook, vice- 
president Guardian Trust Company 
Cleveland, and Orrin Lester, vice- 
president the Bowery Savings Bank 
New York. 

banquet will held the night 
March which two speakers na- 
tional prominence will heard. The 
continuing increase the volume sav- 
ings business has attracted the attention 
bankers and the high rate for money 
has focused attention savings. 


Favors Service Charge 


Vermont Bankers Association 

its nineteenth annual convention 
Montpelier Feb. adopted reso- 
lution favoring cooperation among all 
banks Vermont make service 
charge fifty cents month all cus- 
tomers whose accounts not average 
over $50. The resolution does not bind 
all the banks Vermont establish 
the service charge, but was expres- 
sion opinion. 


Offices 
Fifth Avenue 


SECURITIES FOR SALE 


Representatives Paris, London, Berlin, Australia. 
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KNOW your Company, 


addition its widespread 
banking contacts, maintains resi- 
dent representatives abroad. ust 


how they 


—an importer. 


resident 


tatives, co-operating with local 


-banks, are frequently able 


assist solving the problems 
concerns engaged international 
trade. They advise when this 
Company can service 
financing export import trans~ 
actions, our foreign 


department does this 


CENTRAL UNION 


TRUSTS 


42nd Street Office: 


42nd St. 


Capital, Surplus and Undivided Profits Over Million Dollars 


TRUST COMPANY NEW YORK 
BANKING 
“\ 
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The More You Demand 
Chairs the Sooner 


Demand 
MILWAUKEE 


MEN affairs are becoming more and more appreciative the 
importance pleasant and attractive surroundings their 
business quarters. Nothing contributes much these essentials 


Milwaukee Chairs. 


The difference between these famous chairs and the ordinary kinds 
the difference between the superlative and the commonplace—and 
that difference apparent every phase Milwaukee design. 


find the distinctive character—in the style, dignity and 
comfort— and even more important, the sturdy construction built 
into every Milwaukee Chair regardless its price kind. 


fitting tribute Milwaukee Chairs that many officials 
big banks and business institutions, well leading professional 
men everywhere, selecting office equipment place Milwaukee Chairs 
first among all others. Like these men, the more you demand chairs 
the sooner demand Milwaukee. 


great variety styles and designs are available from which you 
can make selection—and harmonize with your present 
furnishings. Photographs will gladly submitted request. 


Write for particulars 


THE MILWAUKEE CHAIR COMPANY 


Executive Offices: 666 Lake Shore Drive, Chicago Factory: Milwaukee, Wis. 


MILWAUKEE 
CHAIRS 
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The Silent Man and the 
Money Market 


(Continued from page 852) 


Dr. MILLER: should not them 
negotiations. 

THE CHAIRMAN: Well, conference, 

MILLER: Well, would say con- 
versations. think the proper 
word. 

THE CHAIRMAN: Well, result 
negotiations this conference 
conversations, something very def- 
inite character resulted. 

MILLER: Yes. 

THE CHAIRMAN: change policy 
the part our whole financial sys- 
tem, which has resulted one the 
most unusual situations that has ever 
confronted this country 
Now, this apparently took place in- 
formal discussions, both the Federal 
Reserve Bank New York and 
Washington. seems that mat- 
ter that importance, even was 
discussed informally should have been 
discussed and made matter record 
the Federal Reserve Board Wash- 
ington and nowhere else. 

Dr. MILLER: agree with you. 


The Spring Meeting 


1929 spring meeting the Ex- 
ecutive Council the 
Bankers Association will held the 
Edgewater Gulf Hotel, Edgewater Park, 
Biloxi, Miss., April 15-18. The meeting 
accordance with the action the 
Administrative Committee the Asso- 
ciation Dec. 1928. 

Plans and policies the Association 
are discussed the meeting. 
Various important recent developments 
the field banking have raised 
number questions for consideration. 
Special transportation facilities for the 
meeting have been arranged follows: 

Chicago and the West—A special train 
will leave Chicago, Friday, April 12, 
10.30 m., via Pennsylvania Railroad 
from the Union Station, arriving 
Louisville (Special stopovers 
have been arranged for Louisville and 
Chattanooga.) The route continues: 
from Louisville Nashville (L. 
R.), Nashville Atlanta (N., 
St. Ry.), Atlanta Montgomery 
Edgewater Park (L. R.), arriv- 
ing 7.50 Sunday, April 14. Re- 
turn trip via Illinois Central Railroad 
Chicago connecting points. 

New York and the East—Special Pull- 
man cars will provided the Penn- 
sylvania Railroad via Washington and 
the Southern Railway. The train will 
leave from Pennsylvania Station, New 
York City, Friday, April 12, 8.40 m.; 
West Philadelphia, 10.49 m.; Balti- 
more, 12.57 m., Saturday, April 13; 
Washington, 2.10 m.; arriving Edge- 
water Park 6.30 Sunday, April 14. 
For those joining Washington, car 
will ready for occupancy m., 
April 12, and attached train early 
morning, April 13. Route: Pennsyl- 


924 


March, 1929 AMERICAN BANKERS ASSOCIATION JOURNAL 925 


Orleans. Same returning. 
Return special train will No. Concealment 4-Drawer 
operated for those returning from New 
April about 12.45 Concealment in the Desk 
m., Sunday, Apri 
The New Orleans Clearing House As- Shows Concealment 3-Drawer 
sociation has invited those attending the (Counter-high) Files. 
Council meeting visit New Orleans, 
Friday, April 19. Those who accept 
this invitation may leave Edgewater 
Friday, April 19, train due reach 
New Orleans 11.30 


Our Stake Latin 


America 
(Continued from page 855) 
American-owned companies and pri- 
vate investments American capital 
will continue the recent high level, 


entrust important private 

matters vulnerable locks? 
Protection locked files and desks 
limited intruder’s ingenuity. 


The Invincible Concealed Safe with 
the automatic safe locking device not 
only gives you every security, but the 
Safe itself concealed! Yet, you 
have everything within reach. 


they not actually exceed it. This 
particularly true investments use the world over. 
petroleum, copper, electric power, and Built safe deposit box 
telephone properties which our capi- engineers and manufac- 
talists are especially interested. Front turers complete steel 
Our stake the economic development Conceals 
Latin America large; may now the Safe full 
exceed that Great Britain, which has tor 
been lending Latin-American govern- details and 
enterprises for perhaps century. Our INVINCIBLE 
investments those countries will con- 
tinue expand substantial rate, al- METAL FURNITURE CO. 
though, course, not rapidly dur- Steel Bank and Office Equipment 
ing the past fifteen years. These invest- 
ments mean much our people; they 
should mean even more the peoples 
Latin America, since the development The 
their vast natural resources depends Concealed 
large degree, did our own eco- also 
nomic development the second half 
the nineteenth century, upon the inflow Steel Desks. 
foreign capital. The mutuality in- 
terests such should Write for 
therefore recognized all. 


Rio Janeiro from across the Bay 


INVINOIBLB METAL FURNITURB Co., 
836 Franklin St., Manitowoc, Wisconsin 


Gentlemen: Kindly mail full details and prices of 
the Invincible Concealed Safe. 
Attention of 


Firm Name 


Address 
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safe 


—let’s bond him for $5,000” 


and Abbott has been here 
twelve years. He’s good risk 
$10,000 bond ought 
enough. Perhaps better 
little heavier Thompson. 


How about $25,000 for him?” 


with 


the bank’s funds stake. Guessing which man 
may prove dishonest and how much may take. 
And the guesses are wrong who pays the bill? 
The stockholders directors, they are able. 
the bank goes out business. 


What risk! And how needless when, means 
cover all its employees, without naming any indi- 
viduals specifying how much protection shall 
apply each. Under Bankers Blanket 
Bond, the entire amount the bond available 
cover defalcation, matter who responsible. 


addition providing protection against dishon- 
esty, Bankers Blanket Bonds cover many 
other forms loss. can’t tell you the whole 
story here, nor even tenth it. But can 
assure you that will pay you investigate 
Bankers Blanket Bonds, you are inter- 
ested obtaining the maximum amount pro- 
tection minimum cost. 


Ask our representative your community tell you the rest 
the story. Or, write for full information. today! 


FIDELITY AND DEPOSIT 
COMPANY MARYLAND 


Baltimore 


Fidelity and Surety Bonds— Burglary and Plate Glass Insurance 
Representatives Everywhere 


An American company providing the best possible protection for American banks 
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Selective Credit 
(Continued from page 872) 


Indeed, this has been held out lure 
some banks themselves prospec- 
tive customers the competitive 
itation new business. 

any event, the amount reported 
loaned “for New York City 
reporting member banks has risen stead- 
ily. May, 1926, out total 
$2,452,000,000 loaned brokers and 
dealers New York City reporting 
member banks, $541,000,000, per 
cent, were loans for outside corporations 
and individuals not the category 
correspondent banks. June, 1928, 
this had grown $1,736,000,000 
total $4,355,000,000—or just shade 
under per cent and Feb. 
$2,612,000,000 total $5,568,000,000 
—or almost per cent. Individual and 
corporate surplus funds are patently 
unaffected discount rate advances. 
Indeed, the higher money rates go, the 
greater the temptation profit 
them and pour surplus funds into 
the market. 


The New Policy 


ASTLY, must mentioned the ease 
with which funds can 
shifted. Through the Federal Reserve’s 
transfer system, huge sums 
speedily transferred from one section 
the country another with minimum 
loss time. The result that funds 
anywhere the country find im- 
mediate local outlet, there strong 
inducement send them New York, 
only for few days, have them 
there loaned out the call market. Out 
total brokers’ loans almost $5,000,- 
000,000 reported New York City mem- 
ber banks early this year, only per cent 
represented loans the New York in- 
stitutions their own account. About 
per cent represented loans made 
account out-of-town banks, and the 
balance, already stated, constituted 
advances made for the account indi- 
viduals and corporations. While was 
the original theory the Reserve Act 
lessen the relative importance the 
New York money market, the very effi- 
ciency the machinery the Reserve 
System has tended make the New 
York market bigger than ever. But 
things they may, sufficiently 
plain from recent experience that 
tight-money policy will not alone suffice 
prevent the excesses speculation. 
further observed that even 
though such policy were completely 
effective there are serious objections 
urged against it. Pushing dis- 
count rates may hurt speculators, but 
hurts all other business well. Why 
should general business penalized 
restrain speculators? The rates were 
advanced just the season when farm- 
ers, for example, borrow heavily 
connection with the garnering crops. 
Pushing money rates was simply an- 
other hard blow them. War veterans 
borrowing their bonus certificates 
were similarly mulcted thousands 
advancing money rates. Why burn down 
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the house order get roast pig? 

conclusion would appear that 
pretty good case can made out for the 
Reserve Board the development 
new policy credit control. Some- 
where the banking machinery, 
would seem, power must lodged 
determine not merely how much credit 
shall extended, but also for what 
broad purposes shall used. There 
has been, the whole, little serious 
criticism the Reserve authorities 
the development their policy—even 
sought injunction proceedings 
prevent the imposition higher rates. 
Speculative operations the Stock Ex- 
change have been little too flagrant. 
Yet must admitted that the new 
tions. Excessive loans for speculation 
constitute immediate, and perhaps 
pressing, phase the problem, but there 
are other phases which are the ut- 
most significance bankers and the 
general public. 


Bank Tax Bill Tabled 
House Committee 
(Continued from page 887) 


amendment, will also presently follow 
Massachusetts and New York. 

“Under the fourth alternative method, 
which effect excise tax, any 
state, regardless its present system 
taxation, may tax its national banks 
directly upon net income from all 
sources, providing only that the rate— 
the tax burden—shall not higher 
than the rate—i. e., the tax burden— 
assessed upon other financial corpo- 
rations—which includes state banks— 
nor higher than the highest the rates 
—i. e., the tax burden—assessed the 
taxing state upon mercantile, manufac- 
turing, and business corporations. 


Duty Congress Safeguard 


the face the plain duty 

Congress safeguard the national 
banks against discrimination tax- 
ation, the bars protection now 
established under Section 5219 can not, 
the opinions heretofore expressed and 
made record, lowered. The states 
are afforded the fullest opportunity 
tax national banks fairly, and for 
state legislatures mold their bank tax 
laws according the general rules pre- 
scribed Congress which, necessity, 
must consider the subject from the broad 
standpoint the Federal Government 
and all the states. manifestly 
impossible vary national standard 
order meet the peculiarities 
few state taxing systems. Taking the 
country whole, the earnings na- 
tional banks not warrant permission 
states tax them greater rate 
than they tax the same kind property 
that which national banks employ 
their funds nor more than they impose 
upon financial, mercantile, manufactur- 
ing, and business corporations.” 


CHIPPEWA TRUST COMPANY 
St. Louis, Mo. 


FLOOR PLAN OF ABOVE BUILDING 


overhead expense may often over- 
come incorporating number shops and 
floor offices the bank building. Such 
not only produces substantial 
income, but also affords ready means expan- 
sion later years. 


addition the four shops the first floor 
the Chippewa Trust Company building, which was 


designed and built the St. Louis Bank Building 


Equipment Co., there are eleven offices provided 
the second floor. The banking quarters extend 
the full height the building, securing unob- 
structed light through twelve ceiling skylights 
and side windows. 


Your copy our booklet will sent request. 


ST. LOUIS BANK BUILDING 
AND EQUIPMENT COMPANY 


Designers, and Builders for Banks 


CHICAGO SAINT LOUIS MEMPHIS 
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Bronze the only metal combining 
“class,” dignity 
strength and permanence. The use 
fine bronze fixtures your quarters 
will reflect these attributes 
your institution. 


When you require high grade metallic fix- 
tures of any description, it will pay you to 
consult with us because we have specialized 
for 47 years in bronze and steel equipment. 


Write for literature TODAY. It will be a 
pleasure to submit a layout, including the 
counters, marble and glass. No obligation, 
of course. 


THE NEWMAN 


BANK FIXTURE 


Students Eager for American Bankers 
Association Loan Scholarships 


PUELICHER 


Chairman, Board Trustees, Foundation for Education Economics 


for 

ness life has been disclosed 
among students higher institutions 
learning the avidity with which 
the American 
offers financial aid for worthy men 
and women collegiate students pursuing 
courses banking and economic sub- 
jects are being taken up. 

was only with the opening the 
1928 fall term that loan scholarships 
provided under the Association’s educa- 
tional foundation became available 
colleges and universities various parts 
the country. Considerable time was 
necessarily required carrying out the 
unavoidable detail connected with estab- 
lishing the committees awards each 
institution granted scholarship aid, 
making the Association’s proffer known 
the student bodies and qualifying 
applicants. Already, however, nearly 
third the available loans have been 
given out, and number other appli- 
cants are under consideration, while 
many additional institutions have indi- 
cated that they will position 
cooperate with the Association put- 
ting its educational plan into effect this 
fall. 


company young college 
men and women, therefore, now 
pursuing studies the specific fields 
pertaining practical banking activi- 
ties under the American Bankers Asso- 
ciation plan for fostering sounder bank- 
ing through educational preparation. 
The Association feels that this company, 
which will swell numbers each year, 
will constitute real contribution and 
active influence American life 
toward raising the nation’s business and 
financial standards higher levels 
technical proficiency and public service. 
are receipt many letters from 
students who have been awarded loan 
scholarships and also from college au- 
thorities where the plan operation, 
speaking the most commendatory 
terms the practical helpfulness 
rendering the field business edu- 
cation. 


these loan scholarships will 
become effective every school year, 
not only more those now available 
are taken up, but also through the addi- 
tion more scholarships the fund 
the American Bankers Association 
devoted this cause continues grow, 
most assuredly will. The fund, 
which under the American Bankers 
Association Foundation for Education 
Economics, established the Asso- 
ciation 1925 commemoration its 
fiftieth anniversary, the willing con- 


tribution bankers from all parts 
the nation. represents effort 
their part repay their country, 
only small measure, for the oppor- 
tunity has given them for success. 

country history has ever show- 
ered upon its children such bounties 
opportunity for achievement has the 
United States, and portion our 
citizenship more deeply appreciative 
and more eager express gratitude for 
these bounties than our great body 
American bankers. The Educational 
Foundation funds represent their wide 
response the chance gives them 
make due acknowledgment their ob- 
ligations their country terms that 
seem most harmony with the debt 
they owe. Banking has chosen educa- 
tion the medium for this. The Board 
Trustees the Association, upon 
whom has been placed the responsibility 
administering the Foundation funds, 
have carefully worked out the plan 
along lines that will express the grati- 
tude bankers the most practical 
terms civic service they could devise 
—that is, along lines that will aid 
placing the banking business thor- 
oughly professional and scientific basis. 
Only thereby can banking attain its 
highest plane rendering the true pub- 
lic service which now becoming uni- 
versally recognized the sole justifica- 
tion for place honor and success 
our body economic. 


scholarship plan makes available 
unit loans $250 properly quali- 
fied students universities and col- 
leges accepting the plan and taking 
action administer along the lines 
prescribed the Foundation. The loans 
are repayable easy terms after the 
recipient has had opportunity 
enter earning business activity. hope 
the time may come when every student 
every institution higher learning 
the United States, who desires fol- 
low studies banking and related prac- 
tical economic subjects, who needs finan- 
cial assistance and who deserves it, can 
turn the American Bankers Associa- 
tion fund for aid. 


Business flourishing state and 
measuring well with the optimistic 
forecasts made the first part the year. 
The new year began with high level 
activity, and number lines have 
pushed vigorously forward new peaks. 
Indications are that industrial profits 
the aggregate for the first quarter, and 
perhaps for the first six months, may 
surpass all previous corresponding peri- 
ods.—The First National Bank Boston. 
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Profits Pulp 
(Continued from page 892) 


novelties, reported 1927 net 
profits $1,175,000 invested 
capital $11,042,000 representing 10.6 
per cent return. 

Robert Gair Company Brooklyn, 
Y., manufacturers cartons and 
fiber shipping cases, reported 1927 
net profits $1,003,000 invested 
capital $14,095,000, representing 7.1 
per cent return. 

Hammermill Paper Company Erie, 
Pa., manufacturers sulphite pulp, fine 
business and personal writing paper and 
bank safety paper, reported 1927 net 
profits $1,000,000 invested capital 
$11,653,000 representing 8.6 per 
cent return. 

Hinde Dausch Paper Company 
Sandusky, Ohio, 
straw paper, corrugated fiber boxes, etc., 
reported 1927 net profits $1,147,000 
invested capital $14,172,000 rep- 
resenting 8.1 per cent return. 

International Paper Company, with 
headquarters New York City, manu- 
factures newsprint principally and 
has extensive interests through sixty 
subsidiary companies timber lands, 
power facilities, saw mills, paper mills, 
the United States and Canada. 
reported 1927 net profits $5,758,- 
000 invested capital $91,578,000, 
representing 6.3 per cent return. 

Kimberly Clark Corporation Nee- 
nah, Wis., manufacturers magazine 
and rotogravure paper, reported 1927 
net profits $2,317,000 invested capi- 
tal $35,923,000 representing 6.5 per 
cent return. 

Minnesota and Ontario Paper Com- 
pany Minneapolis, manufacturers 
newsprint, insulating materials, etc., re- 
ported 1927 net profits $1,931,000 
invested capital $47,167,000 rep- 
resenting 4.1 per cent return. 

St. Regis Paper Company Water- 
town, Y., manufacturers pulp and 
newsprint, reported 1927 net profits 
$1,225,000 invested capital $15,- 
690,000 representing 7.8 per cent re- 
turn. 

Zellerbach Corporation San Fran- 
cisco, manufacturers paper, card- 
board, bags, etc., reported for the fiscal 
year ended April 30, 1928, net profits 
$2.633,000 invested capital $27,457,- 
000 representing 9.6 per cent return. 

Averaging all these companies for the 
latest year which annual figures are 
available the return invested capital 
only 7.5 per cent, which must certain- 
realized that they make the largest 
and oldest established factors this 
major industry. particularly sur- 
prising view the well-known in- 
crease demand for newsprint, writing 
paper, containers, etc., during recent 
years. Production facilities have gone 
ahead demand, however, and price- 
cutting comes inevitable result, 
with its usual effect earnings. 

Because the slow turnover 
the paper-making industry the 


Clearing House 
Service 


bank, like other institutions and 
organizations engaged public 
service, reflects the character 
those whom serves and those 
who serve it. 


This Bank numbers among its 
clientele and correspondents the 
leading financial institutions here 
and abroad. Whether located 
large city each con- 
tributes something its own 
strength and facilities the 
mutual interest all. 


The distinguishing features that 
have made this group banks 
successful each its own field 
insure high quality service 
available all our depositors 
and correspondents. 


THE 


PHILADELPHIA 
NATIONAL BANK 


INCORPORATED 1803 


PHILADELPHIA, PA. 
Capital, Surplus and Profits $54,000,000 
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There confidence 


existing between old 
friends that the basis 
the satisfaction each 
finds the other’s 
company. 


The Chemical has 

been building “old 

friend” confidence 
for 104 years. 


NATIONAL 


BANK 


NEW YORK 
FOUNDED 1824 


large plant investment required re- 
lation the value product turned out, 
financial statements paper mills not 
rule make very satisfactory show- 
ing from the standpoint the commer- 
cial banker who looks primarily for 
working capital. 

Eighteen paper mill statements were 
consolidated the Robert Morris As- 


Paper Mills—Coarse 
Standard Statement December 31, 1927 
Assets 
2.06 
4.01 
Merchandise 11.66 
Marketable Securities...... 0.26 
Miscellaneous 0.53 
Total Current........... 18.52 
Total Fixed............. 81.48 


100.00 


Liabilities 


4.83 
1.52 
Miscellaneous ............. 1.54 
Total Current........... 7.89 
Funded Debt.............. 33.66 
Total Debt... 41.55 
Reserves, Bad Debts, etc... . 0.11 
Net Worth... 58.34 


sociates their last year’s study the 
paper industry, figures December 31, 
1927 being the latest available. Reduced 
percentage total assets the com- 
posite balance sheet shown above: 
There are numerous striking points 
about this statement. Only per cent 
total assets are liquid form, the 
balance being fixed. Net worth all in- 


vested fixed assets, and working 
tal must supplied through bonded in- 
debtedness. Funded debt amounts 
per cent the value fixed assets, 
Total debt per cent net worth. 

Annual sales amount, for every $1,000 
plant investment, only $395, and 
only $550 for every $1,000 in- 
vested capital. Profits sales average 
per cent and represent only 5.4 per cent 
return invested capital. will 
observed that the similar figure yield 
for the twelve largest companies the 
industry averaged 7.5 per cent for the 
same year. 


Production Methods 


manufacturing divides itself 
into three sub-industries, which may 
one integrated organization. Logging 
operations the woods have pulp-wood 
their product, which then ground 
and manufactured into pulp, which 
later made into paper. 

the first stage, the trees are cut 
down and sawed into convenient lengths, 
usually four feet, they are 
shipped rail, longer shipped 
water. The next operation remove 
the bark, which may done either 
the sawmill the pulp-mill. must 
kept mind that this first stage 
the paper industry practically the 
same the lumber and frequently both 
are carried together. Spruce used 
the greater quantity, making per- 
haps per cent the total, while hem- 
lock, yellow pine, balsam fir and poplar 
make most the remainder. Upon 
arrival the pulp mill the logs, with 
bark removed, are sawed into shorter 
lengths and then chipped, except the 
old-fashioned mechanical process still 
used for cheap paper, where the logs are 
held hydraulic pressure against the 
face revolving grindstone and the 
fibres thus removed are carried away 
stream water washed, screened 
and prepared for paper-making. 

the chemical processes, which pro- 
duce longer, stronger fiber and are 
used for over per cent paper made 
today, there are three chief methods. All 
operate the same principle, soaking 
and boiling the wood chips chemical 
liquors that will dissolve the resin and 
other non-cellulose components the 
wood and leave the fibre. Oldest among 
these the soda process, depending 
the action caustic-soda, alkali sol- 
vent, and producing paper with good 
surface but lacking strength. Most im- 
portant the sulphite process, based 
the action acid bisulphite liquor 
which produces fine, strong paper and 
also mixed with mechanical pulp 
making newsprint. Wrapping kraft 
paper produced sulphite process, 
modification the soda-ash process. 

Pulp from all four processes leaves 
the grinders digester pits fluid 
state consisting water with fiber held 
suspension, and may screened and 
dried for shipment, piped direct the 
paper mill. Paper making simple 
principle, involving the passing the 
fiber solution, which have been added 
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loading and sizing materials such 
clay, calcium sulphate, talc, resin, alum 
and glue—also dyes, upon moving 
screen which allows the water drain 
off and leaves thin bed wet fibre. 
This alternately pressed and dried 
over series hot rollers until be- 
comes paper and can wound into 
cylinders cut into sheets. 


XCESSIVE productive capacity con- 
tinues depress the newsprint di- 
vision the paper industry and ex- 
pansion mills still going some 
producers. Inventories finished news- 
print have been accumulating somewhat, 
and would doubtless even larger ex- 
cept that the relatively low value 
newsprint compared with its tonnage, 
and the danger damage storage and 
handling, make any large production for 
stock impracticable this industry. 
improve this condition overcapacity 
newsprint some concerns have cur- 
tailed operations, while others have cut 
prices enlarge operations and 
lower costs, and still others have gone 
into the manufacture writing paper, 
tissue, wrapping paper, cardboard, boxes, 
etc., which naturally has not helped con- 
ditions these other divisions the 
industry. These lines were going along 
fairly well otherwise, and last year ex- 
perienced heavy volume business. 

From the earnings standpoint the out- 
look somewhat uncertain, and this 
condition reflected the low level 
which the junior securities many 
paper companies are selling. Most 
the American companies included our 
earnings table are quoted well below 
their last year’s high reached March, 
perhaps per cent below, although they 
are still above the lows 1926 and 1927, 
which due partly the general rise 
the stock market rather than im- 
provement the industry. Canadian 
company securities have followed much 
the same trend; indeed large part 
the industry Canada, which has now 
passed the United States paper pro- 
duction, controlled American capi- 
tal, and the industries both countries 
must considered one group. 

the question whether this in- 
dustry has yet “turned the corner” most 
Whether its plans for curtailment 
production government restrictions 
and private agreements will effective 
remains seen. Paper making 
one the world’s oldest trades, practiced 
the Egyptians, Chinese and Arabs 
before the dawn historic time. Today 
one the world’s most essential, 
for without our countless newspapers, 
books, magazines, and business records 
modern civilization would impossible. 
numbered among America’s billion 
dollar industries, based value 
product, although the number people 
dependent upon for their livelihood 
relatively small, due the predominance 
power, rather than hand operations. 

Demand for paper products, however, 
continues expand. Newspapers are 
being published more cities every year, 
and they are becoming larger. Adver- 
tising space increases with our national 
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Attractiv 


Beautify 
any Bank 


And where can the true artistic 
touch better applied than 
the window arrangement! Athey 
shades assure seclusion after 
closing hours without shutting 
out light, when set 
lower part street windows. 
This avoids injuring the feel- 
ings customers who might 
wish enter. 

Hundreds America’s finest banks, 
schools and buildings have 
eliminated the replacement expense 
of awnings and ordinary shades, and 
are equipped with Athey Perennial 
Window Shades that are extremely 
durable and by far the most eco- 
nomical and efficient. 

Athey shades let in the light and 
shut out the glare. They can be 
raised from the lowered 
from the top will. They permit 
partial complete shading de- 
sired. special translucent 
cloth diffuses soft, agreeable light 
even when shades are completely 
drawn. Scientific ventilating quali- 
ties assure fresh air without draft. 


Athey Features 


Made of high-grade coutil, herring- 
bone weave, 200 threads to the 
square inch, mercerized and _ cal- 
endered to a smooth finish. Resists 
harmonize with various 
office finishes. Always the same dis- 
tance from the window. rollers, 
latches, catches springs slip, 
stick break. any length and 
widths feet. Sun bursts 
for Circle head, segmental, Gothic 
windows. Also operating shades for 
skylights. 


Perennial 


WINDOW SHADES 


for ATHEY COMPANY 
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Ridgely Farmers State 
Bank, Springfield, M1. 


Weary and Alford Co. 
Designers, Engineers 
and Managers of 
Construction 


BANKS 
HOTELS 6137 W. 65th St. Chicago, Ill. Sed sew 
OFFICE cations or write for 
BUILDINGS Representatives in all Principal Cities complete Pa A 
SCHOOLS Canadian Representative: ond prices 
Ete. Cresswell-McIntosh, Regd., Montreal, Toronto, Quebec 


growth wealth and increases also 
competition. Magazine and book pub- 
lishing increasing astonishing 
rate. Paper cartons are now used 
countless ways for food and other prod- 
ucts. Sheffield Farms Company New 
York City, one the largest dairy com- 
panies, has just introduced paper milk 
bottle that airtight, leakproof, sterile 
and cheap. the Arlington Experi- 
mental Farm the United States De- 
partment Agriculture experiments 
are being made with “paper mulch” 
strips asphalted paper laid rows 
between plants which retain moisture, 
prevent weeds and makes cultivation un- 
necessary, and results last season were 
gratifying beyond all expectations. 


National Bank Resources 


ATIONAL bank resources have 
passed the $30,000,000,000 mark. 
Results the Comptroller the Cur- 
rency’s call for conditions Decem- 
ber 31, 1928, showed combined resources 
the 7635 reporting national banks 
$30,589,156,000, exceeding $1,663,- 
676,000 the resources 7676 banks 
October, 1928, the date the previ- 
ous call, and were $2,424,987,000 greater 
than the figures reported 7765 banks 
December 31, 1927. 
Leans and discounts the national 
banks December 31, 1928, amounted 
$15,279,631,000. 


Shades ill 
- 
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For the general investor maintain staff 
business and financial counselors, economists and 
analysts, whose services are offered entirely with- 


out cost. 


The services this staff are also offered 
banks, for the checking their own lists. The 
services will especial value banks for 
checking lists their customers, cases where 
more information desired than may available 


the banker. 


S&S 


iS 


New York 
Milwaukee 


Boston 


St. Louis 


Heiping the Bank— 
Also the Investor 


The periodical check-up investment holdings 
frequently suggested part the service both 
banks and investment bankers. 


stress this point ourselves, knowing the 
benefits that accrue, reassurance safety, de- 
sirability better balancing the list, the 
sale exchange certain securities for added 
strength and perhaps cash profit. 


Our booklet, Valuable 
Aid Banks and Investors,” 
describes this service. Copy 
sent free request for 


COMPANY 


INCORPORATED 
Investment Securities 


West Monroe Street, Chicago 
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What the Air Mail Does for Banking 


(Continued from page 842) 


which are about thirty thirty-four 
hours apart train and fourteen 
fifteen hours apart airplane. The 
route, New York Omaha, involves 
saving, for the airplane leaves New 
York the evening, arriving 
Omaha 10.15 the next morning, too 
late for the clearing house. the plane 
leaves New York m., too early 
take the day’s business and arrives 
Omaha about midnight. either 
case, one day lost. Adjusting the time 
departure increasing the frequency 
with train schedule, train can leave 
New York after banking hours and 
arrive Chicago time connect 


with the night train for Omaha, ar- 
riving that city 7.25 This 
trip also only involves the loss one 
day. 

The same true New York Des 
Moines. This also seems true 
the area extending approximately from 
Eastern Iowa far west Omaha. 
Omaha seems the limit, for 
North Platte the advantage the air- 
plane again evident, since trains under 
the circumstances must reach North 
Platte too late leave New York too 
early, both. somewhat similar 
way the air service, New York St. 
Louis, New York Kansas City, Chi- 
cago Boston and New York New 


Orleans seem have advantage only 
direction. the last mentioned 
routes, increasing the frequency 
planes the installation direct 
routes, both which will come time, 
will remedy the situation. 

important also keep mind 
the distance the airports, one respect 
which the air mail out New York, 
for instance, has had disadvantage. 


Air Mail Saves Here 


particularly New 
York, the air mail has ad- 
vantage Chicago, Toledo, Cleveland, 
Louisville, Atlanta, New Orleans, Bir- 
mingham, Dallas and the Mountain and 
Pacific Coast states. fast train must 
either leave New York too early take 
the day’s business must arrive too 
late Chicago for the banking hours. 
other words, train trip from New 
York Chicago cuts into business 
day. the other hand, plane leaves 
Chicago 5.35 m., involving loss 
business time. ideal schedule 
seems that between Atlanta and 
Richmond. Airplanes leaving Richmond 
1.02 m., arrive Atlanta 6.17 
while the trains require least 
one day. Likewise, New York Louis- 
ville, another ideal 
planes leaving New York 
arrive Louisville 7.15 m., con- 
nections are made Cleveland. 

This question actual savings 
time such importance that large 
Detroit bank reports that was unable 
use the air mail New York during 
the summer account the daylight 
saving time vogue the latter city. 

The San Francisco banks, 
stance, complain that the airplanes leave 
that city the morning, 
mediately cutting into the business day. 
One the best illustrations this in- 
convenience schedules furnished 
the Chicago-Atlanta route which was 
recently opened. The machines leave 
the late afternoon. similar situa- 
tion true the plane going the op- 
posite direction. 

train can leave either one these 
cities the early evening and its 
destination sufficient time for clear- 
ing the second day. other words, 
obvious that over this long route 
the airplane its present schedule has 
advantage. The Post Office authori- 
ties have announced that the schedules 
this route will changed soon 
provision for night flying has been made. 

Similarly the New Orleans-Atlanta 
and New York route the machines leave 
other direction, however, the airplane 
has the advantage. Pittsburgh the 
mail must the Post Office 1.30 
p.m. Minneapolis the mail must 
points illustrate the necessity night 
flying, while maintaining day schedules 
for other routes and connections. 
time, instead one plane each way per 
day, will perhaps see six ten and 
that would remedy present defects. 
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Competition with the Tele- 
graph 


though they have the privilege 
sending their items directly the 
appropriate Federal Reserve Banks 
branch for collection, many large banks 
still route their checks through their 
own Federal Reserve Bank. That prac- 
tice makes for definiteness 
venience. The banks know exactly the 
status their reserves. They receive 
reserve according systematic 
time schedule, spite any delay 
the trains. The Federal Reserve Banks, 
moreover employ the air mail very 
sparingly because under the circum- 
stances the more rapid forwarding 
checks little direct concern them, 
their accounts the Gold Settlement 
Fund being adjusted 
Furthermore seems that few com- 
mercial banks have made arrangements 
among themselves whereby they will 
offset telegraph the transit accounts 
owing among them before they are ac- 
tually collected. 

Under the Federal Reserve System, 
member banks must keep all their re- 
serve their respective Federal Reserve 
bank. The member banks build their 
reserves sending their out-of-town 
checks directly indirectly the Fed- 
eral banks. Many these checks are 
drawn banks other sections the 
country. While the Federal Reserve 
banks give credit immediately for the 
proceeds these checks they will not 
permit member banks count 
reserve until sufficient time has elapsed 
for the checks sent the Federal 
Reserve bank the district which 
the drawee bank located and for the 
funds remitted the collecting 
Federal Reserve bank. 

The Federal Reserve banks have 
adopted separate availability sched- 
ule for air mail. Their practice 
give reserve credit the basis rail- 
time and extra credit saving time 
made air. Under this situation, 
the burden delay the air mail 
upon the member banks. There al- 
ways, addition, the danger the 
figures the member banks its 
reserve being disagreement with those 
the Federal Reserve bank. One big 
Boston bank writes: 


Reserve Figures Dis- 
agreement 


not take advantage this service 

any appreciable extent because the 
fact, forward items air mail and 
so advise the Federal Reserve bank of its 
use, we are not given credit until such time 
as the advice, from the bank to which the 
items were sent, received our Federal 
Reserve Bank Boston. This, course, 
means that our reserve figures and theirs 
are in a_ constant state of disagreement, 
which explains why we do not use the above 
mentioned air service. the other hand, 
send regular mail, are given 
credit according the regular schedule pub- 
lished the Federal Reserve bank.” 


large bank the Pacific Coast 
thus explains its attitude: 
‘Use the Federal Reserve banks and 


branches would, we think, be wider under a 
slightly different policy. You understand 


that proceeds of items collected for member 
banks are credited the member banks’ 
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YOU TELL WHICH WHICH 


One gentleman the metropolitan business man; the other, equally accomplished, 
the smaller-city business myn. These two dress alike, conduct their business alike. 
They have substantially the same habits, the same outlook. 

The smaller-city business man has just lively sense what’s what his 
companion. He’s never out touch with the large centers. 

Like his prototype the large city likes have the checks uses carry 
indication his substance, his standing, and the standing his bank. 

For this good reason, banks every part the country are using Monte 
Safety Paper—the standard check paper Already the majority banks the 
large metropolitan area have adopted it. And its use among banks other cities 


growing leaps and bounds. 


quite natural desire the business man. And safe. Protected both sides against 


mechanical chemical erasures. 


Speak your about Monte National Safety Paper and have 


PAPER 


reserve account and that reserve figures are 
made twice weekly. 

“Now assume that have 
$50,000 check New Orleans, city 
which there is a branch Federal Reserve 
bank and in which we have no correspondent. 
If, on time, an air mail letter from us should 
reach New Orleans the third 
morning after mailing, but as this is too late 
for clearing, it would not be collected until 
the fourth morning. We, therefore, inform 
the local branch Federal Reserve bank that 
we have sent such an item by air mail and 
that we should receive credit for it on the 
fourth day. It credits our account on the 
fourth day and the amount becomes part of 
our reserve for that semi-weekly period. One 
week later, the local Federal Reserve bank 
informs us that there was a delay in the 
receipt of this letter and the New Orleans 
bank did not receive it until the sixth day. The 
local Federal Reserve branch then charges 
our account $50,000 on each day, the fourth 
and fifth, and if this makes our total re- 
serve for the semi-weekly period less than re- 
quired, we are obliged to pay a penalty for 
the deficiency. We are not permitted to 
make up the shortage by increasing our re- 
serve for the period in which the delay is 


him suggest harmonizing 
ink for the color you choose. 
Easily and instantly identi- 
fied the wavy lines. George 
Monte Son, Broad- 
way, New York. 


discovered. Were we permitted to make ad- 
for transactions this kind when 
the delay was discovered, would increase 
our use of the Federal Reserve System for 
air mail items as its facilities for rapid check 
collection are wider than any bank in the 
country.” 


Air Insurance Falling 


NGINEERING progress the 

development better equipped air 
routes, moreover, will undoubtedly make 
air transport more reliable. The in- 
creasing safety air transport 
demonstrated the fact that air in- 
surance rates are falling, many cases 
abroad they being less than charges for 
land shipment travel, and also the 
fact that large casualty and life insur- 
ance companies are either omitting 
modifying their clauses 


a 
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one leaves 
the presi- 
dent’s the 
new banking 
house recentl 


erected for The 


advance 


ban 


the newer bank buildings. 


Light 


may lightly flick the first few snowflakes from our coat- 
sleeves, but when the snowfall continues, walking becomes 
more and more wearisome effort. Finally, even the most powerful 
locomotives may stalled the drifting feathery flakes. 
Similarly, public opinion may lay weighty barrier against the 
business, with beginnings just gentle and 
result impassable the snow. The banker may lightly brush 
away few individual criticisms his bank building, but his 
continues occupy quarters that seem customers 
out-of-date, shabby, cramped inadequate for other reasons, 
adverse opinion may grow such proportions that the bank plods 
along against discouraging resistance. 


banker who wishes avoid this disheartening situation can 
much keeping ear open the whisperings public 
opinion, and keeping acquainted with recent developments 


TILGHMAN MOYER COMPANY 


National Bank 
ChesterCounty, 
West Chester, 
Pa., one sees this 
portion the 
banking room. 


The Design, Construction and Equipment Bank Buildings 


ARCHITECTS 


features the newer bank build- 
ings are well illustrated the forty- 
three photographs the booklet the 
Bank for More important—the 
text explains how the building can promote 
the bank’s business. 

From bankers all classes—Federal Reserve 
Governors country bank presidents—this 
tle book has received favorable comment. The 
coupon will bring you copy, without obliga- 
tion, return mail. 


demnity case death injury suf- 
fered passenger air transport 
plane. has been announced the 
Post Office Department that 1079 sacks 
mail were lost the sinking the 
Vestris, amount larger than the total 
air mail destroyed fire during the 
period from 1918 1928. From the 
beginning the government air mail 
service 1918 Oct. 31, 1928, only 
4430 pounds air mail about 0.00039 


ENGINEERS 


TILGHMAN Allentown, Pa. 


Gentlemen: Without obligation, please mail 


copy “Building the Bank for Business.” 


Name: 


per cent the total carried were lost 
transit. 
Irregularity service still seri- 


ous handicap. Six Federal Reserve 
banks, for instance, state they consider 
the air mail irregular. Numerous mem- 
ber banks make the same complaint. 
Air mail advocates argue that air trans- 
port regular the railroad but, 
this the case, the sentiment 
number Federal Reserve and com- 
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mercial banks does not reveal such con- 
fidence. Statistics show that the 
ernment operated mail planes from 1918 
1927 flew per cent their sched. 
uled mileage. The private planes 
aged 92.5 for the first half 1928. 
Various private estimates have been 
made the effect that the air transport 
planes surpass the railroads the per- 
centage “one-time trips.” Obviously, 
however, not fair compare the 
average train delay with that the 
airplane, for the reason that the latter 
probably more lengthy. The greatest 
enemy the air mail not public an- 
tipathy diffidence, but fog. 


New Availability Schedules 


until most our banks regard 
the air mail more reliable will 
new Federal Reserve availability sched- 
ules based upon air time formulated. 
Even then they will based upon train 
schedules within radius several hun- 
dred miles. some instances they may 
based upon combination the two. 
But such availability schedule will not 
readily adopted until the airplane has 
made for itself greater place our 
transportation system. 


The question arises: Should the Fed- 
eral Reserve banks take the initiative 
now establishing such deferred avail- 
ability schedules? The writer would 
suggest negative answer. the first 
place, there are not sufficient air routes 
throughout the country nor are there 
sufficient sections operated each route. 
Second, would place too great burden 
upon the Federal Reserve bank, which 
unless the practice direct routing be- 
comes prevalent, will have bear the 
extra cost collection. Moreover, the 
Federal Reserve bank will forced 
incur any losses interest due the 
frequent delays the air mail. One 
Federal Reserve bank the 
writer that “in order encourage the 
air mail service have many in- 
stances given our members the benefit 
the air mail schedule figuring 
availability items sent this manner; 
however, have found that matter 
fact had carry the float 
number cases.” 


The Federal Reserve System with its 
new clearing system and Gold Settle- 
ment Fund said have reduced the 
time necessary for clearing checks 
about per cent. When widely used 
between points where involves real 
saving, the air mail will undoubtedly 
lessen the time necessary for clearing. 


New British Issues 


capital issues the United 
Kingdom during 1928 amounting 
£362,519,000 set new post-war rec- 
ord the London issue market accord- 
ing the Midland Bank. the post 
war boom year 1920 new capital is- 
sues England reached £384,211,000, 
actual figures, but that year the 
purchasing power money was less 
than half what was during 1928. 
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Farm Problems 
(Continued from page 857) 


consumers may affect the demand for 
fruits and vegetables against other 
food commodities, and the demand for 
the different fruits and vegetables. 
fruits are generally considered luxury, 
particularly urban homes, they are 
likely profit more than some the 
staple commodities increase 
purchasing power, and suffer more 
from reduction purchasing power. 
study the Food Research Institute 
has shown that recent years there 
has been marked change the diet 
the American people. Although the 
per capita consumption flour, for ex- 
ample, perhaps fifth less than before 
the war, the consumption sugar has 
more than doubled. There has been 
considerable increase the per capita 
consumption milk, poultry, and eggs. 
know similar study the con- 
sumption fruits and vegetables 
comparison with consumption other 
products, but apparent that the 
per capita consumption some our 
fruits and vegetables has increased ma- 
terially the past ten years. 


Complications Await 
the Money Doctor 
(Continued from page 908) 


wonder whether China, the rich his- 
toric past may not have suffered such 
collapse, perhaps after one the 
many invasions, with the result that 
hard money has forever taken the place 
state promises pay. Whether this 
true not, certainly long period 
political stability and considerable 
strengthening faith things they 
are going have precede any wide- 


spread rejection the theory that 


“bird the hand worth two the 
bush.” 


Uniform Bank 
Collection Code 
(Continued from page 907) 


depositor indorses items which places 
the bank for collection. The prac- 
tical question arises, how can bankers 
protect themselves from the responsi- 
bility apparent owner item 
conveying form? 

This subject regulated the pro- 
posed Code, which provides that the bank 
may negative the presumption owner- 
ship writing over the signature 
the indorser the words, “for deposit,” 
other restrictive words. have 
analogous situation several provisions 
the Negotiable Instruments Law 
which allow the indorser negative 
his liability using the appropriate 
form indorsement. 

The provisions the Bank Collection 
Code fulfill all the demands for uni- 
formity illustrated above, and include 
other subjects which space will not per- 
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Barclay-Westmoreland Trust Company, Greensburg, Pa. 
Hopkins Dents, Architects 


Investigate Protection 


careful comparison all available equipment, 
Sargent Greenleaf Time, Combination and Secret 
Key Changing Sealed Key Safe Deposit Locks were chosen for 
the Barclay-Westmoreland Trust Company’s new building. 
For your new building addition, comparison will show that 
the protection S&G Locks more than merely “ample.” 


Main Vault Doors, Emergency Doors, Safe Deposit Boxes, 
Cashiers’ Lockers, Time Locks with Day and 
Night Attachment, Single Vision Dials 
for Combination Locks. 


Sargent Greenleaf Inc. 


ROCHESTER 


Sargent Greenleaf, Inc. 
Rochester, 


mit discussing this article. More- 
over, the code defines the rights and 
liabilities all parties involved which 
cannot made the subject agree- 
ment between bank and its depositor. 

drafting the code, the various 
statutes collections the different 
states were examined, and safe 
say that case the provisions 
the code radically differ. The pro- 
posed legislation has been carefully con- 
sidered various counsel for the Fed- 
eral Reserve banks and other eminent 
counsel, and has been checked its 
practicability from operating stand- 
point. 


Please send working model the S&G Secret Key 
Changing Sealed Key Safe Deposit Lock. 


Please send complete information about S&G Locks. 


NEW YORK 


many states the Code has been in- 
troduced the legislatures with fairly 
good prospects becoming law. 
hoped that, owing the importance 
the subject, the Code will commend 
itself the legislative authorities. The 
need for its enactment cannot over- 
emphasized. 


What more powerful. incentive 
greater endeavor can there than 
learn each month the practical achieve- 
ments and forward-looking suggestions 
recorded the JOURNAL? Test the 
truth this among your own staff. 
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935 
7 


936 AMERICAN BANKERS ASSOCIATION JOURNAL 


March, 1929 


Your Representative 


St. Louts 


Seven distinct 
departments 
built for service: 
Commerciat 
Savings 
Trust 
Investment 
Foreign 
Credit 
Safe Deposit 


you need employ the banking 


collection facilities St. Louis 
institution, call the National Bank 
Commerce St. Louis for service. Banks 
parts the United States have found 
they obtain from thorough covering 
the St. Louis Area through well- 


organized credit department capable 


National 


BROADWAY 


investment subsidiary. 


RESOURCES NEARLY $100,000,000 


Commerce Trust 


OLIVE PINE 


The Measure Banking 


(Continued from page 864) 


Average Ratios for the Country 


accompanying table the 

seventh exhibit. Space does not per- 
mit the reproduction the other six 
exhibits but the full report the Budget 
Committee available all members 
the American Bankers Association. 
The comparative statement serves 
show the average ratios for the country 
and for the three geographical sub- 
divisions. the use the committee’s 
report now possible for any bank 
compare its items earnings and 


expenses with the established ratios 
representative institutions comparable 
size, type activity and locality. 

Analyzing the facts banking 
obtained from the questionnaires the 
committee came number im- 
portant general conclusions. One 
these that most banks are not aware 
the source from which their profits 
are derived. invariably 
found the committee was that the 
major portion the profits are attribu- 
holders’ funds and not the operation 


banking institution. 

This condition was described not 
one peculiar certain banks certain 
localities, but one that will found 
all banks all size regardless their 
location. due great part the 
high cost deposits, and the services 
which are given away depositors, 
regardless cost, their effect the 
profits the bank. Said the committee: 


Commercial Department 
Earnings 


figures obtainable from the 

questionnaires were 
set the true profits from the oper- 
ation the various departments the 
bank, sub-divide the banking de- 
partment show the profit 
commercial and savings deposits. How- 
ever, the result the special analy- 
tical cost survey for the past year, 
offer the following conclusions: 

“These analyses show that large 
number cases losses have been in- 
curred connection with the banking 
departments, which have been hidden 
profits from securities sales and 
similar sources income. 

“Services rendered depositors 
should compensated for the de- 
positors keeping adequate balances, 
else the bank making charge 
cient least cover part the 
cost the services rendered the de- 
positor. 

“In the case detailed analyses, 
have determined that earnings the 
commercial department, that check- 
ing accounts, vary from loss 0.59 
per cent profit 2.84 per cent 
the average deposits per year, and that 
the general average 1.32 per cent. 
However, banks which have knowledge 
their true costs and have applied this 
knowledge the operation this de- 
partment, have been able earn con- 
sistently above 1.75 per cent per annum 
commercial deposits. Similar results 
have been obtained connection with 
savings accounts.” 

uniform basis for the payment 
interest commercial accounts was 
found the committee although the 
application definite logical basis for 
the payment interest has enabled 
many banks materially reduce their 
interest expense. The Budget Committee 
does not advocate the wholesale elimi- 
nation interest commercial ac- 
counts, but does recommend that inter- 
est should paid only such accounts 
show analysis profit the bank 
after the payment interest. 


Rates Interest Savings 


into rates interest paid 
savings deposits disclosed that 
their desire obtain large volume 
savings deposits, many banks have in- 
creased their rate interest payment, 
while others have followed their neigh- 
bor’s lead. each instance the raising 
the rate was prompted desire 
increase volume fear losing 
deposits. 
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representative savings departments the 
committee determined that the average 
bank raising its rate interest pay- 
ment from per cent per cent 
must increase its savings deposits 1/3 
per cent without any increase expense 
earn the same profit. the rate 
payment increased from per cent 
per cent, deposits must increased 
per cent without any increase 
expense earn the same profit. 

Reversing this statement the facts 
would follows: The interest rate 
may reduced from per cent 
per cent and deposits fall off the 
extent per cent, expenses remain- 
ing the same, without reducing the 
bank’s earnings. the interest rate 
reduced from per cent per cent 
these deposits may shrink per cent, 
expenses remaining the same, without 
reducing the bank’s earnings. 

Discussing service charges the com- 
mittee considered that 
while many banks answered that ser- 
vice charge plan was nominally effect, 
large number failed show revenue 
from this source. was found that 
many cases service charge plans are 
effect, but are not actively used. The 
committee contends that the mere an- 
nouncement service charge plan, 
the analysis number accounts 
not enough. Service charges must 
carried consistently their ultimate 
conclusion. 


Income Out Common 
(Continued from page 880) 


attitude trust companies that 
the authority particularly clear, 
there are stocks estates co- 
trustees insist upon investments com- 
mon stocks, the trust companies ac- 
They are assuming leader- 
ship. 

that trust companies who have great 
facilities for investigation, who can find 
out these facts that have been de- 
veloped the last few years correctly 
represent the situation, should satisfy 
proper invest trust funds common 
stocks, under what conditions would 
proper, and then having that convic- 
tion, work toward bringing about situa- 
tion under which they could properly act. 
Their position the past has been, 
course, that trustee’s principal duty 
has been the conservation prin- 
cipal. 

The facts seem indicate that the 
conservation principal accomplished 
even greater extent diversifica- 
tion well selected common stocks than 
preferred stocks. common stocks, 
where mistakes are made, there the 
possibility offsetting those mistakes 
Whereas bonds and preferred stocks, 
there always the opportunity the 
security going down and going down 
without limit, and there very little 
opportunity the security going up. 


International 
Banking Transactions 


Commercial Letters Credit 


Collections 


Foreign Exchange 


Investment Securities 
Bullion and Currency 


Paut 


President 


Cedar Street, New York 


that appreciation does not have the 
opportunity offsetting depreciation 


the extent that exists common 


Use Assets Counts 


most important thing with re- 
gard common stock earnings. 
Trust companies will approach common 
stocks, course, from great experience 
bonds and preferred stocks, and will 
doubt feel that assets are great im- 
portance. matter fact, there 
strong tendency overestimate the 
value assets connection with the 
value common stock. 

may that some common stock- 
holder sometime has received dis- 


tribution some the assets com- 
pany, but far know, twenty-odd 
years’ experience business, com- 
mon stockholder has ever got anything 
out assets. the business has been 
failure, there has been nothing for the 
common stockholder. has only been 
out successful business and out 
earnings that the common stockholder 
has gained. 

very frequently happens that large 
asset value common stock indicates 
poor management, that the ‘management 
not making the use the assets which 
they should, and frequently successful, 
alert, energetic management making 
more use and gaining greater benefit for 


ACCEPTANCE BANK 
INCORPORATED 
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Iron, Coal 
and Lumber! 


Policy-Holders Praise 


American Credit Insurance 


Chas. McCormick Lumber Co., San Francisco, write 
“We acknowledge receipt your draft for $21,467.98, settlement 
credit losses covered under our policy American Credit Insur- 
ance. During the years have had policy with you have 
always found you very fair and reasonable all our dealings to- 
gether, and our pleasure recommend your company any- 
one desiring credit insurance.” 


Geo. Foster Coal Co., Pittsburgh, write 
and Collection Department has frequently during the past several 
years made collections accounts feared would losses. Pro- 
tected your guarantee against loss, and with the aid your Ser- 
vice Department, are relieved many anxieties.” 


Wood Co., Inc., Iron and Steel Scrap, Phil- 


adelphia, write your check for $16,058.19, 
covering our loss claim. The customer who caused this loss was 
rated Over One Million First Credit and had been our books for 
many years. There could better evidence the wisdom 
insuring Accounts Receivable, matter how safe they appear be, 
and are very glad have the protection your Policy such 
emergency.” 


Bankers 


Your patrons will benefit using our broad, protective service. 
And means double protection YOU—it assures that the bor- 
rower’s account thoroughly protected and therefore dependable 
asset. Full particulars free upon request. 


AMERICAN 


INDEMNITY Co. 
Offices All Leading Cities 


York, St. Louis, Chicago, Cleveland, Boston, 
San Francisco, Philadelphia, Baltimore, 
Detroit, Atlanta, Milwaukee, Etc. 


Canada—Toronto, Montreal, Etc. 


the common stockholder through smaller 
assets. the use the assets that 
counts. far common stocks are 
concerned, bricks and mortar mean only 
what can earned from them, and 
considering common stocks, first atten- 
tion should given earnings and 
particularly the trend earnings. 
business which progressing and 
going forward that offers the possibili- 
ties for common stockholders. the 
enhancement value that the common 
stockholder particularly interested in, 
and enhancement value comes busi- 
nesses where progress being made and 
earnings are being increased. 


Good Management Vital 


importance. true that from 
time time there will adequate ex- 
planation why earnings are fall- 
ing off, but when earnings are falling 
off, the company should scrutinized 
with great deal care. the com- 
pany that going successful that 
investors are interested in. Nothing in- 
dicates future success much 
advancing tendency with regard earn- 
ings. 

All this, course, involves the 
question management. far the 
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valuing common stocks concerned, 
management prime importance. 
could give numerous illustrations com- 
panies great position, great earning 
possibilities, which suffered serious set- 
backs because management conditions; 
those conditions being 
cured, the company went forward 
had before. Earnings and management 
are the vital matters connection with 
common stocks. 

This country will develop far 
greater extent than has the 
present time; there such thing 
saturation point the development 
this country. are having the interest- 
ing experience today passing from 
country with two-dollar average wage 
and spending power 
average wage and spending power, and 
doubt the future will progress 
further, and are going progress, 
there must benefit the great, 
sound, fundamental companies. the 
country going grow, those com- 
panies are going grow with it. 


The Reserve Board 
Proposed 


(Continued from page 868) 


this, again, would tend depress com- 
modity prices. 


Need for Alarm 


reserve ratio ample, and 
not see why need 
alarmed about the present time. 

“The large loans our banking sys- 
tem the present time, think, are due 

“First. The large volume individ- 
ual savings which banks must invest 
somewhere. These savings correspond 
partly the production additional 
wealth, and they are partly the result 
the capitalization values, such 
stocks and real estate. Large bank loans 
are, course, required there are 
large savings. 

“Second. The large volume corpo- 
rate savings which are being retained 
corporations the form cash. 
These cash balances standing the lia- 
bility side the balance sheet banks 
must offset loans and investments 
the asset side. Accurate statistics 
this question are not available, though 
now planning some research get 
more adequate data upon this subject. 
Most these savings are the result not 
capitalization but the production 
additional wealth, since most corpora- 
tions are not speculators but producers. 

“Third. Some portion our deposits 
and loans the result the capital- 
ization stocks and bonds and not 
represent actual increases productive 
wealth, but difficult get any accu- 
rate data substantiate this assertion. 

“The deposits and loans and invest- 
ments the banking system will de- 
crease (1) there decrease the 
volume individual savings, (2) 
through investment trusts—rather than 
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leave their funds deposit banks, 
(3) those holding deposit balances de- 
rived through the sale securities 
back into the market and repurchase 
these securities from those who are hold- 
ing them margin. This is, course, 
what would happen should any extensive 
decline take place the stock market. 
Though doubt whether any such decline 
prospect unless this present action 
should bring about when have such 
heavily protected margin accounts 
the present time. Furthermore, 
not think that the business 
the banking system try wipe out 
one group speculators and investors 
order benefit the other. Such 
decline might initiated among the 
speculators themselves should corporate 
earnings fail come expectations. 
belief that the action the 
Bank England raising its discount 
commodity prices the United States. 


Their Chief Interest 


the indexes employment 

prices show any tendency 
decline, think that the Federal Re- 
serve System should tend ease money 
rates, and should there change 
these indexes not think any further 
credit restriction should 
about, because afraid might re- 
sult lack business confidence fol- 
lowed recession. Last year the high 
money rates made seem some ob- 
servers that would difficult 
finance bond issues. true that 
bond issues declined and that many 
feared resultant decline new con- 
struction, which would mean slacken- 
ing demand for steel and other raw ma- 
terials. This result, however, did not 
follow for number reasons. Some 
these, seems me, are: (1) Corpo- 
rations have adequate cash balances 
that they can finance themselves with- 
out creating additional debts; (2) many, 
such Goodyear, United States Rubber, 
Westinghouse, American Telephone 
Telegraph, and others financed stock 
issues. The public was still willing buy 
stock, and result brokers’ loans have 
not yet declined. However, the Re- 
serve System seeks and suc- 
ceeds making money rates high 
that people will afraid buy either 
stocks bonds, think that the de- 
pressing results business may 
realized. 

“There much said for the in- 
dependence action and careful plan- 
ning our American business men 
which enabled them keep their busi- 
nesses even keel spite the 
disturbing money rates. think 
also being realized that high money rates 
need not necessarily result any im- 
mediate reaction business when com- 
modity prices are relatively stable and 
the future course profits and prices. 
commodity prices had been moving 
and the commercial loans business 
had been expanding order finance 
inventories 


Avoiding Losses 
Foreign Internal Securities 


ACK information de- 
velopments affecting foreign 


internal securities brings loss 


many American owners such 


investments. Custody Account 


any our foreign offices fa- 


cilitates prompt information 


conversions, rights, redemptions, 
and other developments, many 


which are not mentioned 
the American press, and all 


which endeavor bring 
the depositor’s attention. 


Guaranty Trust Company 
New York 


140 Broadway 


LONDON PARIS BRUSSELS 


prices, believe would then easily 
susceptible the restraining effects 
higher money rates. upward move- 
ment general prices always raises the 
question how high the inflation will 
go; and when people think will 
higher generally followed de- 
flation. have, however, not had 
general increase commodity prices, 
spite all the talk wild specula- 
tion. When all commodity prices rise 
there general increase produc- 
tive wealth, but merely inflation. 
However, stock prices should distin- 
guished from commodity 
there often corresponding increase 


value measured increased capi- 


talization. 

“There tendency pay too much 
attention the spectacular action the 
stock market. But should remember 


LIVERPOOL 


HAVRE ANTWERP 


that the business man, the worker, and 
the farmer are not greatly concerned 
such about stock speculation. Their chief 
interest the continuity business 
and the stability general prices, 
which serve guide industrial ac- 
tivity and help maintain employment, 
wages, and profits. 

not think that the Federal Re- 
serve System should the present time 
concern itself about security loans, un- 
less there tendency speculation 
commodities, which means disturbance 
the industrial mechanism. disturb 
industry merely prevent stock specula- 
tion seems unwarranted and 
would work gross injustice upon the 
business man and the workingman. This 
suggest might the result abor- 
tive attempt restrict speculative and 
investment activities banking policy.” 


| 
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Business Sagacity 


Good common sense just another mark 
understanding. not rare business. 
prophetic. But then drops its maiden 
name and business knows Sagacity. Its 
ready, far-reaching, accurate inference from 
observed facts and figures, dependable 
power. visions the human motives con- 
duct, and foresees results. With Integrity 
the most valuable all human qualities 


business. 


therefrom had it. 


NEW YORK 
PHILADELPHIA 
BOSTON ERIE 
PROVIDENCE ATLANTA 
BALTIMORE MIAMI 


RICHMOND TAMPA 


DAYTON 
LOUISVILLE 


WASHINGTON 
BUFFALO 
ROCHESTER 


Once, Sagacity considered itself special gift 
Providence—an inheritance from the family 
“Sage” tree, and only those who dropped 


But Modern Accountancy has changed even 
that. Business Sagacity today just another 
mark understanding business. And 
understanding business largely the mark 
Modern Accountancy. 


ERNST ERNST 


ACCOUNTANTS AUDITORS 
SYSTEM SERVICE 


PITTSBURGH CLEVELAND CHICAGO 
WHEELING AKRON 
CANTON 
COLUMBUS 
YOUNGSTOWN INDIANAPOLIS HOUSTON 
TOLEDO 
WINSTON-SALEM CINCINNATI sT. LouIs 
MEMPHIS 
KANSAS CITY GRAND RAPIDS LOS ANGELES 
HUNTINGTON OMAHA 
DENVER 


NEW ORLEANS 
MILWAUKEE JACKSON 
MINNEAPOLIS DALLAS 

ST. PAUL FORT WORTH 


FORT WAYNE SAN ANTONIO 


DAVENPORT waco 
DETROIT SAN FRANCISCO 


KALAMAZOO SEATTLE 


The Fourth Dimension Security Values 
(Continued from page 896) 


investment which shall realize later 
the anticipation today, the earning 
power trained and 
gence. longer brick and stone and 
machinery alone, constitute the capital 
value industry investment. There runs 
parallel with them the conviction that 
the which devise and originate 
and administer forces industry, 
way which can earn its annual returns— 
intangible this quality may seem 
—is more real force wresting divi- 
dends and earnings from competitive in- 


dustry than the mere investment the 
marshalled forces machine produc- 
tion. 

The economists the world have 
failed the last fifteen years, with few 
exceptions, forecasting the economic 
restoration and progress the world 
because they tried measure these new 
forces old axioms. The business man, 
the contrary, approaches these prob- 
lems and their solution purely real- 
istic sense. notes the factors 
they daily present themselves, and 


finds the practical answer, even though 
may not run according the concept 
established text-books. 


Must Not Undermined 


this brief picture one new 
forces the demonstration new 
principles economics, fluidity 
only equalled the vast extent in- 
dustry itself—if all these create 
ture extraordinary diversity, they also 
show the need trained leadership 
banking and security investment and 
trust handling, and its rising tides that 
evidence property values. They 
indicate that banking, perhaps never 
before, should colored with something 
more sober responsibility toward its 
clients, and something public service 
its profession. has right the 
profits healthful industry. has 
right adequately recompensed for 
the study and care and the character 
which must enlist. has right 
all these things, but besides that should 
realize that there rising dependence 
all industry this one, which the 
nerve-center the economic world. 

banking understand the forces 
which create wealth, should understand 
and insist upon thé maintenance those 
conditions which conserve wealth, when 
created, and which stimulate the ven- 
tures into new wealth-creation. For ex- 
ample, the industry finance must 
realize other single industry that 
there continued confident ven- 
ture into the expansion old industry 
and the creation new industry, that 
that spirit confident venture must not 
undermined the example irre- 
sponsible government competing any 
line industry. more than ac- 
cident. that today, America, the man- 
agement private steamship lines, and 
even the long-deserted yards for ship- 
building, are both entering upon new 
activity and reasonable expectation 
adding themselves the list health- 
ful industries. the fruition the 
determined effort organized business 
through these past ten years that gov- 
ernment shall not, under any specious 
pretence, enter the field merchant ma- 
rine competition, and the fruit 
the public opinion which was finally cre- 
ated resultant legislation that 
forcing ocean transportation back into 
private ownership, and thereby giving 
new life and spirit. There ves- 
tige left today any govern- 
ment operation railroads. There 
trace public opinion which would ask 
our universal services telephone and 
telegraph administered bu- 
reaucracy. There will soon argu- 
ment possible about the wisdom the 
government retiring absolutely from 
water transportation well. 


Salient Points 


HERE must encroachment 

government competitor any 
line industry, for produces the fear 
extension other lines industry, 
which checks the confident developing 
all industry. 
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These, then, art the salient points 
contact with the great investing public 
which seem indicated lying be- 
fore that field finance which banking 
represents: 

Open-mindedness recognizing new 
forces and new principles economics. 

based the experience the past, har- 
monized with that open-mindedness 
the evidence new laws. 

Character and integrity, which war- 
rant claim serve advisers and 
administrators trusts for those liv- 
ing and those gone well. 

determination use that relation 
advice and trust the formation pub- 
lic opinion which shall sound, fair 
and informed, because public opinion 
must control much government and 
administration policies. 


Over-Banking 


(Continued from page 903) 


Turning from cause effect the re- 
port was able show how over-banking 
tends impair earning power. The first 
and immediate result was large num- 
ber small banks rather than fewer 
number fair-sized ones. The follow- 
ing figures show the average size 
state banks certain middle western 


states: 
Average 
Resources 
Michigan, as of June 30, 1921—545 
state banks outside Detroit $1,020,000 
Illinois, as of Jan. 3, 1921—951 
state banks outside Chicago.... 613,000 
Wisconsin, as of June 30, 1921—845 
state banks outside 
Iowa, as of June 30, 1921—1348 
state banks including Des Moines 538,000 
Missouri, Dec. 1920—1481 
state banks outside Kansas City 
and St. 


While the number failures each 
these states did not vary directly with 
the average size the country banks, 
nevertheless the report found that the 
marked difference between the two states 
with the most unfavorable record num- 
ber banks and the others must 
laid, part least, this factor. For 
instance, was noted that the 1348 
Iowa banks mentioned the tabulation 
per cent had resources less than 
$500,000. 


Louis 373,000 


More Room for Error 


should not inferred that 
only small banks 


subject failure. The distribution 
capital, for example, the same 1348 
state banks Iowa was follows: 


Per Cent 


Capital Number of Total 


But these same banks the 311 which 
closed between June 30, 1921, and June 
30, 1928, show the following distribution 
capital: 

Capital 
Less than $25,000 
$25,000 


$25,001-$50.000 
Over $50,000 


Number 
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FIXED TRUST SHARES 


American Basic-Business Shares Corporation 
Depositor 
Wall Street, New York City 
The Equitable Trust Company New York 
Trustee 


Each Fixep Trust represents 1/1000th partici- 
pating interest property (deposited with the trustee), 
consisting cash and unit common stocks the fol- 
lowing nationally known basic American industries: 


Railroads 


Central R.R. Co. 
Louisville Nashville R.R.Co. 
New York Central R.R. Co. 
Northern Pacific Ry. Co. 
Pennsylvania R.R. Co. 
Southern Pacific Co. 

Southern Railway Co. 

Union Pacific R.R. Co. 


Standard Oil Group 


Standard Oil Co. Cal. 
Standard Oil Co. Ind. 
Standard Oil Co. 
Standard Oil Co. 
Vacuum Oil Co. 


tached certificates. 


Industrials 


American Can Co. 

American Radiator Co. 
American Tobacco Co. “B” 
Ingersoll-Rand Co. 
International Harvester Co. 
National Biscuit Co. 

Otis Elevator Co. 
Timken-Roller Bearing Co. 
United Shoe Machinery Corp. 
United States Steel Corp. 
Woolworth (F. W.) Co. 


Utilities and Quasi- 
Utilities 
American Tel. Tel. Co. 
General Electric Co. 
Pullman, Inc. 
Western Union Telegraph Co. 
Westinghouse Elec. & Mfg.Co. 


Dividends are payable semi-annually against coupons at- 


Trust are sold investors established 


invescment houses and banks most the important cities 
the United States and several foreign countries, and 
are wholesaled dealers the following firms: 


Wall Street 
New York City 


for Eastern section the United States 
and foreign countries 


Smith, Co. 


120 So. Salle Street 
Chicago, 


for Central section 
the United States 


Hence, while true that greater 
number small banks failed than larger 
ones, there was greater proportion 
such failures than were originally such 
banks operation. This would seem 
disprove the assertion often made that 
the small banks which suffer the 
most. greater vulnerability among 
small banks was found through the ex- 
amination these figures than the 
larger institutions. 

However, the report expressed the 
opinion that small are distinctly 
compared with larger ones. small 
bank few mistakes judgment, just 
few frozen, self-consuming assets are 
considered sufficient impair seriously 
their earning power. the larger insti- 


Beason Co. 


Salt Lake City 
Utah 


for Western section of 
the United States 


tution, the other hand, there some- 
what more room for errors. 


Human Element Involved 


NOTHER influence over-banking 
was found which the long run 
acts upon earning power, but which goes 
beyond the mere mathematics size 
relation earnings, and involves the 
human element. the inevitable ac- 
companiment any overcrowded busi- 
ness. This cut-throat competition. Its 
immediate effect upon the risks taken 
the struggle for business and was 
found work the following sequences 
freeze the assets institution and 
wipe out its earnings with losses: 
With large number local banks 


941 
Less than $25,000...... 411 30.5 
$25,000 ............--. 340 25.2 
$25,001-$50,000 427 31.7 
Over $50,000 .......... 170 12.6 
1,348 100.0 
34.7 
13.5 
311 100.0 
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MOSLER PROTECTION 


EXCHANGE NATIONAL BANK, TULSA, OKLA. 


New Building Exchange National Bank 


Weary & Alford Co. 
Chicago 
Architects and Engineers 


One the Mosler vault doors 
protecting the funds of 
Exchange National Bank 


Mosler has meant 
Safes and Safety 
for more than 
75 years 


The Mosler Safe Co. 


ATLANTA BOSTON 
KANSAS CITY 
PITTSBURGH 
TOKYO, JAPAN 


CHARLOTTE 
LOS ANGELES 
PORTLAND 


competition there was only limited 
amount business available for each. 

This gave rise competition 
which each bank tried desperately 
gain great share community busi- 
ness possible. 

Special inducements were offered 
customers, both borrowers and deposi- 
tors. The following were cited few 
the most flagrant examples: 


(1) High interest rates paid on time de- 
posits. These have ranged from 4 per cent 
to 6 per cent. At the same time rates as 
high as 4 per cent have been paid on demand 
deposits. 

(2) Reduced interest rates to borrowers. 
This practice usually was indulged in more 
or less secretly with each borrower, although 
often became common knowledge. 

(3) Imprudent extensions credit and 
renewals of same. Especially important in 
this connection were capital loans large 
lines to single interests. 

(4) Waiving security lines that did not 
warrant straight credit, failure to enforce 


LONDON, ENGLAND 


The Largest Builders Vaults and Safes 


FACTORIES 


HAMILTON, OHIO 


CHICAGO DALLAS DETROIT 

NEW ORLEANS NEW YORK 

SAN FRANCISCO SEATTLE 
SHANGHAI, CHINA 


seasonal liquidation where possible, and 
other ways neglecting keep loans 
bankable condition. 

(5) The carrying excessive number 
of unprofitable checking accounts without 
charging for them, and permitting wide- 
spread abuses the overdraft. 


Customers, sensing the keen competi- 
tive situation, were quite willing play 
the banks one against the other and 
squeeze from them every possible con- 
cession. 

result banks, their own initia- 
tive and, indeed, their own insistence, 
the report contends, did business such 
way accumulate far more than 
their legitimate share losses. 


Encourages Mismanagement 


line inquiry pursued 
the report developed the fact that 
apparently there direct causal rela- 


tion between failures and bank density 
and population. That is, the question 
was asked whether can said with 
any degree certainty that commu- 
nity with given population and given 
have one more bank failures? 

answer this question exhaustive 
tabulations were made the banks 
given state, classified urban and 
location and number banks 
per 1000 population. When the per- 
centages failures the various clas- 
sifications were worked out the results 
indicated that apparently there 
direct causal relation between the den- 
sity banks and the severity fail- 
ures particular localities. the con- 
trary seems possible for banks 
either successfully unsuccessfully op- 
erated localities given banking 
density. 

Study over-banked areas, however, 
disclosed that such condition not 
itself infallibly productive failures. 
Other factors must combine. This was 
brought out the report summary 
the findings with respect “over- 
banking,” which said: 

“In conclusion can said that over- 
banking always menace, that spon- 
sors banks inefficient size and encour- 
ages mismanagement. Given commu-, 
nity with more banks than needs, any 
overzealousness the part the bank- 
ers, any indulgence them short- 
sighted improvident practices quite 
likely cause downfall one more 
the local institutions. This because 
the banking structure had been weak- 
ened the granting unnecessary 
charters that deprived certain 
natural resistance. But the same time 
clear that over-banking not 
independent and inevitable cause fail- 
ure and that must viewed min- 
gled with other influences.” 

This the second series arti- 
cles the American Bankers Associa- 
tion fellowship study into the causes 
bank failures. 


The Great Adventure 


(Continued from page 895) 


whom endowments belong? Ina 
certain sense the particular institu- 
tion supported them; but broader 
and truer sense the endowments our 
eleemosynary institutions belong 
all; they exist for the common good and 
enrich the life our civilization. Grander 
conceptions human worth demand that 
trust funds sacred and fraught with 
possibilities for human welfare shall 
safeguarded responsible trustee. 

Manifestly every important business 
should the principal business some 
responsible man institution. Good men 
are almost always the boards our 
institutions, but many good men, indeed, 
our best men, have not always had train- 
ing the field investments expe- 
rience safeguarding money against the 
vicissitudes business. They are selected 
manage our institutions and prosecute 
their work spirit helpfulness, 
dedicating their minds and hearts like 


4 
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Crusaders wholly unselfish way 
the altruistic life. Their best work can 
done only when relieved the stress 
and strain business problems and 
financial anxieties. Thus segregating 
the final task managing the principal 
and the social function conducting the 
institution can have the application 
skilled and specialized attention 
the financial and civic aspects 
this dual administration. 


Coining Good Impulses 


comprehend, can visualize, 
the magnitude and importance 
the business giving humanitarian 
objects? During 1928 America gave 
away educational, philanthropic, re- 
ligious and charitable causes the stu- 
pendous sum $2,330,600,000, sum 
greater than the total gross income 
any government earth, save only the 
governments Great Britain and the 
United States. 

This vast stream endowments be- 
ing augmented new and swelling 
tributary popularly known bequest 
insurance. Congregations, colleges, civic 
societies and alumni associations are en- 
couraging and adding its momentum. 
has brought into accord and coopera- 
tion the active forces needed for vic- 
torious campaign—namely, the under- 
writers, the trust companies, the philan- 
thropic organizations, and 
army men and women who find be- 
quest insurance the possible and easy 
means coining their good impulses 
into legal tender. 

Not all this vast sum given for 
endowments; indeed, the larger part 
for the current necessities the day. 
But the sum permanent endowments 
mounting, ever mounting with the grow- 
ing wealth our country and the en- 
lightened consciences its citizens, who 
longer measure life theory 
rights, regardless confession 
duties. Complete and accurate statistics 
are not available tell the total sum 
existing endowments, but the certain 
knowledge that less than half dozen 
our rich men have but recently set en- 
dowments more than $500,000,000 en- 
ables one conclude that the endow- 
ments today, certainly tomorrow, 
must written terms ten figures. 
Our colleges and universities alone, ac- 
cording the estimate Trevor Arnest, 
member the General Educational 
Board, possess endowments addition 
their physical properties the aggre- 
gate sum $1,000,000,000. 


Incalculable Values 


safeguarding and managing ed- 
dowments the corporate trustee em- 
ployed sometimes board managers, 
sometimes convention, synod, con- 
ference, church, school, society, and 
very many cases the trustee and the 
one for whom the trust held are one 
and the same, thus admitting sepa- 
rate and distinct beneficiary call upon 
the trustee for accounting. Mistakes 
are too often buried with the patient. 
There are many who believe that such 
methods establishing endowments are 


NATIONAL CITY 
MAN CAN HELP YOU 


you 


have deposits 


out work 


matter what type investment you seek 
—marketable bonds for your secondary re- 
serves, short term notes and acceptances 
for your needs—you are 


almost sure find something suitable among 
National City offerings. Thousands banks 
rely upon supply their investment needs. 
National City man our office your 


section familiar with the investment re- 
quirements banks. will gladly make 


suggestions whenever you have surplus funds 


available. 


The National City Company 


City Bank Building, New York 
Offices more than leading cities throughout the world 


BONDS 


SHORT TERM NOTES 


ACCEPTANCES 


not the best methods safeguarding 
such funds, dedicated, they are, 
serve human needs perpetuity. 

not strange, then, that have 
the corporate foundations designed 
serve the purposes single donor, 
such those Carnegie, Rockefeller, 
and other great establishments. Nor 
strange that, order better serve 
the purpose number group 
donors, the community trust founda- 
tion with its corporate trustee trustees 
has come into wide and popular use. 
During the past decade community trusts 
have been established 219 trust com- 
panies and banks, seventy-one cities, 
and are administering present assets 
$25,000,000 with prospective and poten- 
tial resources almost incalculable 
values. 

true that financial institutions 


are employed and always have been em- 
ployed safeguard endowments—but 
far less extent than the importance 
the business demands. Public confidence 
and favor are today running strong 
their direction. Whether special 
uniform method the corporate trustee 
(and most cases the trust company 
and bank with trust powers) must rec- 
ognize this trend, eooperate the crea- 
tion endowments, and assume the duty 
conserving, enhancing, and safeguard- 
ing these funds. 


Safeguards and Service 


age-long search for suitable 
trustee has stopped our front door 
and rung the bell. Shall answer 
the call, can qualify the demands, 
can make good the claims and pre- 


Ci 
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CHEAP Proposition- 
does cost much. 


harmony with the dignified appointments any bank. Inexpensive 
from the point view monetary cost and that will bring business 


your bank. 


for your 
valuables 


Protection 


With the light off you see just what the front the the 
light you see the added copy the back, thus getting striking dual 


picture. 


The PERFECTOLITE dual poster electric display transparency ad, 
finished oil colors, effective for both day and night. The light goes 
and off intervals. The box has beautifully embossed moulding 
finished gold and blue stipple antique finish. Posters are made 


colors, done oil. Size 10” 20”. 


Price display and six posters for 


six months’ service $21.00 F.O.B. NEW YORK. The flashing unit 


guaranteed for one year. bulb. 


Our confidence this advertising display permits send you subject ap- 
proval and complete satisfaction. not entirely satisfied display can returned 


our expense. 


FLLL AND ATTACH YOUR LETTERHEAD 


Send us on approval . . . 
satisfactory. 


Bank Name . 


tensions which have been put forth 
the corporate trustee and its advocates? 

safeguards for these endowments 
the banks and trust companies can offer 
their capital and surplus together with 
their stockholders’ double liability; they 
offer both private and public ex- 
aminations and rigid audits and system 
accounting; their frequent complete 
and accurate reports the courts and 
the beneficiaries; the bonds which 
insure their officers and employees 
against theft, fraud, maladministra- 
tion; the segregation funds belonging 
each several trust and its preferred 
status case liquidation; their safes 
and vaults which are built defy the 


PERFECTION SLIDE & PICTURES CORP., 78 Fifth Avenue, New York 
Perfectolite Electric Display. 


‘ 

‘ 

It is understood we may return it collect if not : 


elements and scorn the puny hand the 
bad man; their trained and expert work- 
ers who are their tasks every day 
and all day; and last, but not least, the 
compelling power good will which 
must maintained good service and 
made fruitful other trusts yet 
imposed. Such institution not 
made order, the result growth. 
Far more feared than dishon- 
esty, the administration trusts, 
the lack training, habit, and expert 
knowledge invest wisely and safe- 
guard surely. Such the character 
service rendered society which gives 
corporate trustee its aim and importance 
and renders popular and potential. 


responsible trust company and 
bank having trust powers, provided 
has the confidence its community, 
may well become the custodian 
trustee endowment funds for one 
more institutions, especially either 
the donor donee located its com- 
munity sphere influence. not 
necessary drain one community its 
wealth sending endowments dis- 
tant college board. Let the principal 
held responsible local trust com- 
panies and banks having trust powers 
under standard suitable trust agree- 
ment, still contributing the prosperity 
the community where this wealth was 
created, and send the income its mis- 
sion mercy the North, the South, 
East, West, with the circling 
sun his course around the world. 

This subject becomes academic and 
fruitless indeed the stream public 
giving should dried its source 
frozen the hearts our people. 
future that the corporate trustee will 
commissioned safeguard and admin- 
ister far more than those the past, 
with their status fixed according the 
thought and custom earlier age. 
But happily, would seem, our people 
and especially our rich men and women 
are just beginning give. Giving has 
come the great adventure our 
age. 


Trust Service 
(Continued from page 904) 


world that, rightly wrongly, had the 
theory that the living trust was too 
solemn and permanent arrangement 
suit its needs. 

something different, but just how dif- 
ferent? Before doing anything drastic 
remembered that clothes can make 
the man. set out dress 
the old living trust service the public’s 
taste. True, performed major 
operation amputating the “adminis- 
tration after appendage but 
everything else just used be. 
gives the customer all the old living 
trust features investment advice, 
securities analysis and definite invest- 
ment program. 


Advantages Custodianship 


advantages “custodianship” 
can presented under eight heads 
offering: 


1. Authoritative and continuous information 
instead of the opposite. 
2. <A scientific and carefully balanced pro- 
gram instead of the opposite. 
follow-up. 
Due warning unfavorable investments. 
Relief from solicitation unscruplous 
security salesmen. 
Automatic attention subscription rights 
conversion privileges, etc. 

Composite judgment group sea- 
soned specialists and financiers. 

8.: peg with relief from all administrative 
etail. 


Now freely admit that there 
nothing whatever novel original 
this proposition, but claim—because 
has proved out our experience—that 
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was campaign tuned and timed 
nicely current competitive conditions. 

The trust department has selling 
job do; that selling involves study 
your prospect classes they are 
now rather than they were once; 
study their motives, their feelings, 
their prejudices, you will, their mis- 
understandings and reasons for resist- 
ing its appeal. 

Our custodianship campaign was the 
result sound analysis. Custodianship 
service designed not for the im- 
patient, greedy speculator who wants 
tell him only what buy and sell 
and who looks upon speculation 
easy road fortune, not competition 
with the market services maintained 
brokers and publishers; but adminis- 
trative and advisory service for the in- 
telligent, alert investor who desires 
program set and consistently main- 
tained line with his specific needs. 
does not and should not any sense 
displace the living trust. merely 
appeals different and wider class 
and, fact, the best feeder our 
experience living and testamentary 
trusteeships. 

this country the number mil- 
lionaires multiplies every few years. 
Comparative wealth and independence 
have become commonplace. The edge 
off the mere pursuit money, and men 
everywhere are eagerly seeking leisure, 
freedom from financial worries and 
limitations, the chance live 
broader, freer and more cultivated way. 

The trust department can offer just 
that. one the most wonderful 
commodities anyone has ever had sell. 
appeals market which becomes 
increasingly broad every year. the 
trust companies educate investors 
this line service and permit them- 
selves educated, turn, they 
win their confidence, break down their 
prejudices, the response will such 
will tax their facilities the limit. 

Custodianship enables them offer 
people the opportunity become foot- 
loose and enjoy their time they 
wish, free from the worries and en- 
tanglements financial management. 
enables the trust company ap- 
peal the intelligent investor 
this new age, help him solve his 
problem increasing income and capi- 
tal, provide him with definite plan 
and program which will pay him excel- 
lent returns and enable him conserve 
those returns. Finally, gives the trust 
company, under some such merchandis- 
ing plan have described, oppor- 
tunity demonstrate its capacity for 
service and education successful com- 
petition with even the “get-rich-quick” 
scheme the high-powered speculator. 


Common Stocks 
(Continued from page 888) 


ness judgment and attentiveness the 
officers the companies whose stocks 
the trustee holds. Notwithstanding the 
concentration capital and the ten- 
dency consolidate businesses today, 
the human equation has not disappeared 


The New York Trust Company 


Capital, Surplus and Undivided 


INSURANCE TRUST 
CORPORATE TRUST 
PERSONAL TRUST 


BROADWAY 
STREET AND MADISON AVENUE 
STREET AND FIFTH AVENUE 


This new model “INSTANT” has been 
perfected meet the ever increasing 
requirements Corporations and Bank- 
ing Institutions. 

machine which will write large 
numbers checks very rapidly and 
with the maximum Protection. 


Demonstration request 


SAFE-GUARD 
CHECK WRITER CORP. 


PROTECTS THE NAME Lansdale, Pennsylvania 


945 
“The New” Safe-Guard Check Writer 


part prudence for financial in- 
stitution anticipate losses. Human 
ingenuity cannot prevent them. But you can 
protect yourself against loss. Our Bankers 
Blanket Bond affords broad coverage. 


Ask Our Agent Your City Outline Its Protection 


United States Fidelity 
and Guaranty 
Company 
BALTIMORE MARYLAND 
Over 8,000 Branches and Agencies United States and Canada 


has been estimated that seventy per cent. all the 

primary horse power used American industry elec- 
trical. other words, the factories America rely upon 
the public utility industry for huge percentage their total 
successful production. Couple this important fact with the 
equally important service the utility company provides for 
home, farm, village and town, and conspicuous idea the 
value public utility community may derived 


therefrom. 


The National Electric Power Company, through its sub- 
sidiaries, provides this yeoman service more than 1,700 
non-metropolitan communities throughout the Eastern United 
States. 


NATIONAL 
POWER COMPANY 
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and the company which indifferently 
managed will soon fall behind its 
petitors. company any better than 
the men who are running it. Good taste 
forbids pointing out examples great 
companies with enviable reputations 
fundamental and prosperous lines 
business which have been allowed 
disintegrate through the incompetence 
and indifference the men charge 
them. 


Full Justice 


time such this when the indus- 
trial prosperity the country has 
reached unprecedented levels and the 
appreciation stock values has kept 
pace with favorable business conditions. 
While the potential wealth our indus- 
tries means fully developed and 
the confident belief and expectation 
most business men that the indus- 
tries this country will continue 
function large volume, economic laws 
not change and not only cannot 
expect the prosperity the last ten 
years continue unabated, must 
prepared for periods more less 
serious recession business activity. 

has required little business acumen 
buy stocks which have advanced 
value the last few years and which 
have paid handsome dividends their 
owners. The selection stocks now and 
for the years come different 
matter and the language Wall 
Street are and will continue 
highly selective market. one 
thing buy stocks when stocks are 
going up. requires better and more 
discriminating judgment buy stocks 
when stocks are going down. 

the investment common stocks 
recognized sound practice, there are 
certain legislative measures which pro- 
fessional trustees, like the banks and 
trust companies, might well advocate 
enable them full justice the 
estates which they manage. Under the 
law New York and many other states, 
trustee takes any action which 
the courts find unjustified 
warranted, will surcharged with 
any loss which the estate has sustained, 
notwithstanding the fact that his ad- 
ministration the estate whole 
may have been farsighted and profitable 
and the total gains far offset the trifling 
losses. Thus, trustee with large 
funds committed his care estate 
were invest $5,000 what the courts 
might consider unauthorized security, 
would surcharged with the loss 
even though selecting other invest- 
ments had increased the size the 
estate several hundred thousand dollars. 
This manifestly unfair and con- 
dition which should rectified. 

may argued the other side 
that permit trustee offset losses 
gains would sanction speculation 
the trustee and speculation trustee 
never justified. But each case 
would simple matter determine 
whether not the trustee had acted 
good faith and with the ordinary care 
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and prudence the average individual. 
so, should permitted offset 
losses with gains. not, then should 
surcharged with the losses notwith- 
standing any gains. 


Fund Guard Against Loss 


FEAR the evil influence great 
fortunes led the adoption the 
statute against accumulations Great 
Britain many years ago. This law has 
been reenacted practically all the 
states the Union one form an- 
other. has certainly not prevented 
the amassing large fortunes either 
Great Britain this country and 
has prevented some sound business prac- 
tices the administration trust 
estates which are both harmless and de- 
sirable. There can fundamental 
objection permitting trustee ac- 
cumulate reasonable reserve from the 
income estate guard against 
possible loss depreciation the value 
securities. Corporate accounting 
recognizes this necessary practice. 
From accounting standpoint the 
administration trust estate much 
the same the administration the 
affairs great corporation such as, 
for example, insurance company. 
the directors such organization 
are authorized and justified setting 
reasonable reserves guard against 
loss, why should not the trustee 
individual estate permitted adopt 
the same policy with respect the 
assets his hands, provided, course, 
the exercise discretion the amount 
set aside reasonable and fair? Such 
practice would furnish adequate safe- 
guard against possible depreciation 
market value. 

The criticism directed against the in- 
vestment policy corporate trustees 
today not that they are prone 
speculate but that they are too hide- 
bound and conservative. trustee 
knows that likely surcharged 
with every penny loses inclined 
make assurance doubly sure and stay 
within the legal list, but there some 
reassurance the form small re- 
serve, may expand the list invest- 
ments the credit his reputation 
trustee, the benefit the trust 
estate and without engaging specula- 
tion the slightest degree. 

Common stocks trust investments 
pleasant ruminate. They are fact 
and practice suitable investments for 
trust estates. Support the courts 
may confidently expected in- 
telligent and reasonable investment pro- 
gram, including some common stocks, 
under broad general power. But 
trustees must highly discriminating 
the selection stocks before they 
buy them and once bought they must 
watch them with minute and vigorous 
attentiveness. they are willing 
this the first feeling nervousness will 
soon wear off and the total new 
business they will find their books 
will yield compensation which will far 
outweigh the possible liability which 
many are apprehensive. 
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The north side branch the Plymouth 
United Savings Bank, Plymouth, 
Mich., and left right, Chief 
Police Springer the two bandits 
who were foiled Federal Tear Gas. 


Proves Its Effectiveness 


The modern protection that prevents more effec- 
tive than does not endanger life protects money 


reduces insurance.... 


listed standard equipment Underwriters’ 
the only weapon that can safely used busy banks. 


Literature fully describing this modern and 
effective weapon will sent upon request. 


FEDERAL LABORATORIES, Inc. 


1631 Liberty Avenue 


Pittsburgh, Pa. 


Branches Principal Cities 


New Book 


INVESTMENT TRUSTS, American Ex- 
perience. William Howard Steiner, 
nomics, College the City New 
York. Published the Adelphi Com- 
pany, New York. 316 pages. 

study aimed constructive un- 
derstanding the American investment 
trust which the space only about 
five years has stepped the forefront 
financial developments this country. 
Seeking explain and suggest, rather 
than criticize, the book explains what 
the trust is, the lines along which its de- 
velopment proceeding, and how 
comes follow these rather than other 


lines. Concentrating its attention upon 
the American movement, discusses 
British practice incidentally, order 
afford clearer understanding Amer- 
ican development. 


Southern Trust 
Conference 


Second Southern Trust Confer- 

ence will held Atlanta, Ga., 
April and 20, under the auspices 
the Trust Company American 
Bankers Association. The program will 
lay emphasis upon the first steps the 
development trust business and will 
deal with the most approved methods 
settling estates and administering trusts. 


4 
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300 Million Dollars 


cities. 


LOS ANGELES-FIRST NATIONAL 
TRUST BANK 


the result half century develop- 
ment paralleling the growth the State. 
Its service extends over the entire south- 
ern half California through conven- 
iently located branches its principal 


Banks and bankers are invited direct 
their Pacific Coast business us. 


twenty-four hour transit service avail- 
able for their convenience. 


Record Year for Trust Service 
(Continued from page 879) 


000. Mr. Whitney named corporate 
executor and trustee, while Mr. Ryan, 
his will, directed his executors 
select New York trust company 
trustee. 

Some the outstanding men the 
financial world provided for the settle- 
ment their estates this modern 
way. The late Benjamin Strong, Gov- 
ernor the Federal Reserve Bank 
New York, named trust company 
trustee under his will. 

The will Otto Tremont Bannard, 
for many years the head the New 
York Trust Company, gave convincing 
evidence his faith the trust service 
his own institution naming sole 
trustee his estate. When the will 
Festus Wade, directing head the 
Mercantile Trust Company St. Louis, 
was probated, was shown that had 
named his own institution handle his 
estate. Many other examples could 
cited over the country. These examples 
are convincing demonstrations their 
faith the service offered the public. 


List Notables 


captains industry, railroad presi- 
dents, literary celebrities and others 
outstanding achievement named trust 
institutions settle their estates 
see that their wills are carried out 
through trust funds. Included this 
list are such notables James Pat- 
ten, Chicago wheat operator; Jackson 
Johnson, who pioneered shoe manufac- 
turing the Middle West with his St. 
Louis factories; George 
Rickard, the promoter the field 
sport; Dr. Frank Crane, whose essays 
and short sermons were read daily 


millions; William Hamlin Childs, foun- 
der the Bon Ami Company; 
Pearson, president the New York, 
New Haven Hartford Railroad; 
Davies Warfield, president the Sea- 
board Air Line; Ragsdale, the 
North Carolina tobacco manufacturer; 
Albert Champion, the spark-plug manu- 
facturer; Loose the Loose- 
Wiles Baking Company; Richard Hud- 
nut, toilet article manufacturer; Joseph 
Wesson the Smith and Wesson 
Firearms Company; John Shedd, 
head Marshall Field Co. 
Chicago; Wm. Bradford Merrill, for- 
mer general manager the Hearst 
publications; Avery 
wright; George Barr McCutcheon, au- 
thor the Graustark novels; and How- 
ard Elliott, the railroad executive. 

Mention large estates should not 
taken mean that trust service 
available for only the wealthy. There 
are thousands men moderate means 
who are leaving the settlement their 
estates the hands trust institutions. 
most cases careful handling small- 
estates more imperative heirs 
than larger ones and gratifying 
for them know that they can com- 
mand the same service the most 
wealthy. 


Insurance Trust Growing 


change taking 
place the minds the American 
people regard life insurance. The 
average man seemingly was content 
think his insurance round sum 
but the modern tendency view 
terms income, which the proceeds, 
properly invested, will produce. This 
has brought corporate fiduciaries 
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most impressive volume insurance 
trust business. The life insurance trust 
probably the most rapidly growing 
form trust service. 

tabulation reports from trust 
companies and banks all parts the 
country establishes that 
$1,000,000,000 life insurance now 
protected trust agreements. These re- 
turns indicate that approximately $700,- 
000,000 insurance policies was placed 
trust during 1928. the question- 
naires, 418 institutions reported trust 
business this form. They were named 
1928 trustee under 9,002 insurance 
trust agreements, the aggregate value 
being These returns are 
not complete many important institu- 
tions have not responded. 

Trust men having special knowledge 
the insurance trust movement 
eleven the largest cities were asked 
independently estimate the amount 
insurance deposited under trust agree- 
ments their city during 1928. They 
reported the following figures: New 
York, $90,000,000; Chicago, $75,000,000; 
Detroit, $70,000,000; Cleveland, $55,000,- 
000; Philadelphia, 
burgh, $32,000,000; St. Louis, $29,000,- 
000; Newark, $12,000,000; Boston, 
500,000; Los Angeles, $10,000,000; San 
Francisco, $7,500,000. 


Keeping Pace 


questionnaire sent out last year 
asking the amount insurance 
trusteed showed total $541,000,000 
for the five years 1923 through 1927. 
Combining this with the 1928 total, 
may shown that least $1,250,000,- 
000 life insurance now protected 
trust agreements. 

the institutions which sent 
figures seventy-three reported they ob- 
tained more than $1,000,000 each in- 
surance trusts during 1928. The total 
for these companies was $260,000,000. 
Twenty-three these institutions the 
volume over 1927. Several reported 
increase from 300 per cent 400 per 
cent over the preceding year and one 
company boosted its total from $1,000,- 
000 1927 $14,500,000 1928. An- 
other reported growth from $3,000,000 
$11,000,000 year’s time. The 
size the average trust was found 
$49,000, although reported 
trusts small $5,000. The largest 
volume reported any one institution 
for the year was $26,500,000; the sec- 
ond was $24,000,000 and the third larg- 
est was $14,000,000. 

While this survey showed big in- 
crease the part large institutions, 
one significant feature also revealed 
the remarkable increase comparative- 
small and new 
One trust company with $750,000 capi- 
tal and surplus, reported being named 
114 wills last year, least two 
which were for estates exceeding $1,000,- 
000. addition, this bank has secured 
$2,500,000 insurance trusts three 
years. More than $1,000,000 this to- 
tal was obtained last year. 

interesting note that the ac- 
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THIS 


More than 95% the 
banking houses New 
York, Philadelphia and 
Pittsburgh are protected 
against burglary 
Holmes service. 


The same quality serv- 
ice available for the 
protection your RESI- 
DENCE, permanent 
temporarily. 


Holmes Electric 
Protective Company 


370 Seventh Ave. 
New York, 
Pennsylvania 8100 
11th Sansom Sts. 
Philadelphia, Pa. 
Pennypacker 1500 
723 Liberty Ave. 
Pittsburgh, Pa. 
Atlantic 3400 


BETTER COIN COIN TOOLS 
BETTER COIN 


Coin Wrappers, Currency 
Straps, Tubular Wrap- 
pers, Tellers’ Moisteners, 
Coin Trays, Coin Bags, 
Lead Seals, Seal Presses, 
Manual Counters, Wrap- 
per Cabinets. 
Sold Leading Bank Stationers 


For catalog. write 


The C. L. Downey Co., Cincinnati, Ohio 
Clark Street 


tual increase the trust business 
the national banks the country set 
down the annual report the Comp- 
troller the Currency corresponds 
very closely with the rate gain shown 
here. This stated that the national 
banks had obtained total 18,193 new 
trusts during the year ending October 
1928, and that the total the personal 
trust assets now held was 
increase per cent over the 
preceding year. This indicates that the 
actual rate growth keeping pace 
with the future business being placed 
the books. 


Life Insurance 
(Continued from page 863) 


but believe the borrower can best 
served by procuring the loan of the company, 
rather than of the bank.” 


certain amount cooperation 
the insurance company required 
banker the South Atlantic section who 
explains: 


“We are great believers in life insurance, 
and I often require life insurance to be taken 
out by individuals for the benefit of a cor- 
poration when these individuals are large 
contributors to the success of the concern, 
but we do not take policies as collateral un- 
less the policy has first been forwarded to 
the company and the cash value ascertained 
and noted by the company.” 


From the middle 
comes letter viewing the subject 
little different light from the others. 
After observing that upon requests be- 
ing made for loans this type the bank 
always endeavored have the insured 
obtain his loan through his own insur- 
ance company the letter said: 


“The insurance companies hold themselves 
out willing make such loans, and the 
insurance company does not desire make 
the loan in any particular case, it is cer- 
tainly not desirable loan for the bank.” 


One the large New York banks 
doubts the possibility any general 
policy being formulated with respect 
loans life insurance. said: 


“From the standpoint general bank- 
ing policy the question is of so broad a 
nature as not to permit of a categorical an- 
swer. Then, too, the problem would in each 
case be such a distinctly personal one as to 
render impossible judgment give 
any opinion from a definite policy stand- 
point.”’ 


Inability obtain proper assign- 
ments has kept one bank entirely out 
the field. Its letter follows: 


“We have never done this for the reason 
that it has not been and is not now, so far 
have been able determine, possible 
for the insured to assign unconditionally to 
the bank the cash value that may attach- 
ing to the policy. The insurance companies, 
see it, control this situation. 
unconditional assignment of the cash value 
of a policy could be properly made and ex- 
ecuted in favor of the bank, collectible at the 
will of the bank, we see no reason why it 
would not desirable collateral. The in- 
terest rate would, of course, have a very 
material bearing, as the companies them- 
selves are making advances on the policies 
for less money than we would charge.” 


Another objection raised 
banker who noted student 
banking problems. contends that 
matter fact, very few people ever 
pay these loans except forfeiting 
their insurance. 
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MOORE’S SYSTEMS 


Keep your records 


easier with 


MOORE BINDER 


can now keep all your records 
easy, simple, compact manner 
you use Moore’s Security 4-Post 
Binder. For this binderis DIFFERENT. 
enables you remove insert 
long life. operates more simply 
than any other binder the market. 
Here’s how simply Moore’s Binders 
operate. Fust four quick movements and 
the record complete. 


This why over concerns are 
using Moore’s They recognized 
the need for more efficient record-keep- 
ing. Moore’s Binders fulfilled that require- 
ment and are now standard equipment. 


You too can increase the efficiency 
your own organization adopting 
Moore’s Methods. Write today. Tell 
your problems. beglad tohelp. 
use the coupon below. obligation 
will entailed action. 


140-Page Book life-size 
forms, com- 
pletely filled in to illustrate 
uses. Will answer your re- 
cord-keeping problems— 
office or pe A Book sent 
free when requested on 
business stationery. 


John Moore Corporation 
5212 Stone Street Rochester, N.Y. 


Gentlemen: Please send without obligation copy 
book illustrated. 


Name 


Address 


Business 


\\\\ 


Invite the Happy Little 


SONG BIRDS 


Your Home Grounds 


by putting up houses built to fit the 
needs and habits of each little tribe! 
Enjoy seeing and hearing the beauti- 
a ful little song birds singing or work- 
ym ing in your garden hunting the cut- 
worms, bugs, moths, caterpillars and 

other annoying insects which devas- 

your choice trees, shrubs and 
flowers. Martins feed from the air and 
each one destroys thousands of mos- 


Wren House Quitoes daily. 
They Are Looking for Homes 


and your thoughtful provision of 
the kinds of homes they like, 
_, water to bathe in and some simple 
‘ foods they crave, will bring multi- 
: tudes of beautiful and useful song 

: birds to your garden every year. 
DODSON artistic bird houses are a 
feature in the most beautiful estates, 
country clubs and parks all over Amer- 
ica. They are in a class by themselves 
on account of their superiority in de- 
sign, material and workmanship. Sold 
only direct at prices even owners of 
modest homes can well 


“Your Bird 


fascinating book, 


Martin House This 


of 48 Rooms Friends and How to Win Them’ sent 
to anyone who loves our beautiful song 
birds. It illustrates, describes and gives prices on all 


styles of bird houses, shelters, bird baths, special foods, 
ete. Mailed free on request. 


JOSEPH DODSON, Inc. 
775 Harrison St. Kankakee, 


BANK FAILURES 


The answer found 


BRANCH BANKING 


ENGLAND 


LUTHER HARR 
Foreword 


EDMUND PLATT 


The “Big Five” and the success 
corporate banking England 


$2.50 


UNIVERSITY PENNSYLVANIA 
PRESS: PHILADELPHIA 


Per capital circulation money 
the United States declined from $42.52 
Dec. 31, 1927, $41.76 Dec. 31, 
1928. Oct. 31, 1920, per capita cir- 
culation was $53.01, but since then has 
been steadily declining. 
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Our Own Examinations 


ELROY WESTBROOK 
President, The Midland National Bank, Billings, Montana 


BANK must know itself succeed. 
Most banking statutes require 
directors make periodical ex- 
aminations their institutions. There 
are many different ways which the 
officers and directors banks can keep 
themselves intimate touch with the 
condition their institution but regular 
examination the best. 

From our experience, believe 
get thorough and practical exami- 
nation our institution could 
obtained any other manner. Perhaps 
there are expert accountants who would 
find flaws and naturally would 
able deliver more finished report, 
but doubt they could better cover 
the operation. The bank examiners, who 
have visited us, are frank saying that 
they not encounter any better inde- 
pendent examinations than ours. 

The annual audit charge some 
one outside the bank. are for- 
tunate having available man who 
has had considerable banking experi- 
ence. 


FEW before noon 
Saturday, which date selects and 
about which one else has been in- 
formed, posts bulletin the bank 
requesting that starting immediately 
and finishing some time before Sunday 
evening complete audit the report 
sent him (outside the bank) 
each employe covering the assign- 
ment work allotted him. Such as- 
signments cover every phase the bank 
work, and employe given any work 
any department which she 
regularly engaged. These assign- 
ments call for not only proofs all 
regular accounts and records bonds 
and investments, insurance policies and 
surety bonds, but also complete indexed 
list safe-keeping and escrows and re- 
ports that letters have been addressed 
all outside parties from whom state- 
ments reconcilements are needed. 
When the man charge the exami- 
nation has received all the employes’ 
reports, accompanied work sheets and 
adding machine lists, and verifications 
and reconcilements from the outside, 
then checks everything against the con- 
trolling accounts shown the head 
books and makes written report the 
board directors, explaining detail 
just what has taken place and particu- 
larly mentioning any exceptions. The 
complete report the examination con- 
sists all the employes’ signed re- 
ports, bound together, with the frontis 
sheet showing the assignments posted 
the bulletin board (which sheet also 
serves index for the folder) and 
the end the summary the self- 
examination. 


the same general process 
followed but not nearly ex- 


haustively. This charge our 


own The assignments are 
posted the middle the month and the 
employes are granted the balance the 
month the work. the end the 
period the auditor given the reports 
and work sheets, and they are checked 
against the controlling accounts. 
our annual audit employes are not given 
assignments connection with work 
they are doing regularly that time 
and, further, the employes are not as- 
signed the same proofs twice during the 
six months’ period, will seen 
that for given half year, six different 
people make the audit any one de- 
partment. 

The cash always verified one 
the officers and the same rotation rules 
are followed. Monthly the notes are 
proved the employes and least once 
year are examined and classified 
committee the board directors. 

indirect benefit this system 
that affords all the employes 
chance get some knowledge the 
departments the bank which they 
are not regularly engaged. 

means our monthly “self-exami- 
nations,” our annual audit, which 
intended cover everything, and the 
two examinations the national bank 
examiners, our officers and directors are 
enabled keep very close touch with 
the detail end the bank and as- 
sured that every single department 
the work date and balance. 


Branch Banking Grows 


increasing trend toward branch 
banking the United States 
traced the Federal Reserve Board 
special survey. summary the 
totals covering branch bank develop- 
ments for 1924-1928 are given the 
following table: 


June, June, Feb.25, June, 
1928 1927 1927 1924 
No. banks.... 25,950 26,781 26,973 28,996 
No. operating 
branches, total 835 792 779 714 
National 169 


State member. 186 186 189 191 
Nonmember 480 454 445 415 


The table shows the situation im- 
mediately before and after the passage 
the McFadden-Pepper Act Feb- 
ruary 25, 1925. After the passage 
the new banking law several the 


states enacted legislation expressly 
eliminating them from the branch bank- 
ing area. 


large proportion the banks 
operating branch offices June 30, 1928, 
were operating individually only one 
two branches. Many these banks, 
well banks operating larger number 
branches were country banks, operat- 
ing offices nearby communities. This 
was found have been true throughout 
the period for which data were available. 

“Nevertheless,” says the Federal Re- 
serve Board, “an important development 
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banking during the past two 
years, far this development can 
branches and size individual sys- 
tems, has taken place the larger urban 
centers; or, California, through the 
agency banks located such centers. 
Outside California the more consider- 
able development branch systems with 
head offices urban centers has been 
states which have the past re- 
stricted such systems the urban com- 
munity the parent bank, and some 
states, New York, the larger 
urban communities.” 


Reparations Conference 
(Continued from page 876) 

until she has export surplus sufficient 
pay both reparations and interest 
her foreign loans, without further for- 
eign borrowing, until the budget has 
been reduced, thereby making larger na- 
tional savings possible, and finally until 
transfers can made without artificial 
deflation and fall the national stand- 
ard living. This demand means 
practice that “transfer protection” shall 
retained for all visible time. 

But the chief advantage seen Ger- 
mans “transfer protection” that 
gives powerful lever for bargaining 
with the Allies. The Allies, Germans, 
reason must all 
opposed the “protection.” They de- 
sire bond commercialization, and com- 
mercialization incompatible with 
Prof. Sering writes that 
“the protective provisions have the ad- 
vantage preventing the marketing 
the railroad and industrial bonds,” 
and the banker 
Hahn writes “so long transfer pro- 
tection remains, commercialization will 
impossible, because there will 
security that the foreign bondholders 
will ever get their interest.” the 
bonds were commercialized and the 
same time the “transfer protection” re- 
tained, the American holder repara- 
tion bonds might any day told the 
Transfer Committee that could not 
buy dollars wherewith pay his in- 
terest because buying them would de- 
preciate the mark currency. 

According German reasoning, this 
situation will lead the Allies into blind 
alley. While the Allies clamor for com- 
mercialization, Germany can impede 
commercialization clinging the 
“transfer protection.” follows that 
Germany, for giving her consent 
abolition the “protection” can demand 
stiff price, and the intended price 
drastic reduction the annuity. 
Paris this view will officially put 
forward. The steel magnate, Dr. 
Voegler, who together with Reichsbank 
President Dr. Schacht Germany’s 
representative the Committee, has 
declared that there must surrender 
“transfer protection” “until bear- 
able sum fixed for our 
liabilities.” 

this opposition interests lies 
the real pivot the Paris Conference. 


‘The Allies are not position 


Ventilation 
Without 
Drafts 


This made possible 
through the use 
Burlington Venetian 
Blinds, which also 
soften the sun’s glare 
and give proper dif- 


fusion light. 
addition, they add 
the appearance any 
building where they 
are installed. 


Federal Reserve Bank, Salt Lake City, Utah 


Burlington Venetian Blind Company 
276 Pine Street, Burlington, Vermont 


Ask for Catalogue 


OUR OFFERING LIST WILL MAILED REGULARLY UPON REQUEST 


National Name 


Seven thousand banks throughout the coun- 
try have included GMAC short term notes 


their portfolios. 


These notes are direct 


obligations national institution and are 
available convenient maturities and 
denominations current discount rates. 


GENERAL 
ACCEPTANCE CORPORATION 


OFFICES IN 


PRINCIPAL CITIES 


Executive Office BROADWAY 57TH STREET New York City 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS OVER $55,000,000 


dictate. Inasmuch the Dawes Plan 
was framed with the voluntary consent 
step enforce final settlement against 
Germany’s will. And Germany’s will 
that the annuity should cut down. 
she cannot get cut down proving 
her poverty, she can exert pressure 


insisting the retention those fea- 
tures the Dawes Plan which the 
Allies, the interest bond commer- 
cialization, want get rid of. 

therefore not Germany’s “ability 
pay” which will decide the issue 
Paris, but her ability negotiate, bar- 
gain, and insist. 
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Theodore Prince 


Members New York Stock Exchange 
Members New York Curb Market 


RAILROAD BONDS 


PUBLIC UTILITY 
BONDS 


FOREIGN 
GOVERNMENT BONDS 


UNLISTED STOCKS 


Equitable Building 
120 Broadway 
New York 
1st Nat’l Bk. Bldg. Bldg. 


Boston, Mass. Philadelphia, Pa. 


~ 


Analysis 
New York 
City Banks 


1924-1925-1926 
1927-1928 


Sent Request 


Ralph Leonard Co. 


Specialists in Bank and Insurance Stocks 


Broad St., New York City 


Condition Business 
(Continued from page 916) 


offerings the past month was $36,- 
000,000 Utilities Light and Power Corp. 
debentures, with stock purchase war- 
rants, bearing per cent coupon and 
priced 98. Another sizable offering 
was $25,000,000 Central Public Service 
Corp. debentures, also with warrants, 
5.80 basis. page 916 are the issues 
$5,000,000 over during the month. 


The Outlook for Money 


surveys the money market 
are almost unanimous the ex- 
pectation continuing tendency to- 
ward firm rates. The undercurrent 
opinion reflected the various bank 
bulletins seems incline the view 
that money will tighter. the same 
time the prospects for general business 
are considered encouraging. 

The recent summary action the 
Federal Reserve Board cautioning 
banks against further expansion the 
volume credit devoted stock market 
activity the chief factor upon which 
firm money predicated. While there 
disposition speculate over the ef- 
fectiveness the new policy the Fed- 
eral Reserve Board felt that the 
Board has taken position from which 
there retreat. 


Cleveland Trust Company its 
Business Bulletin which says: 

“For more than year now the Re- 
serve System has been taking one step 
after another with the purpose check- 
ing the excessive absorption credit 
speculation, but all them have proved 
futile. has now firmly declared 
policy credit restriction for specula- 
tion, and has thereby placed itself 
the difficult necessity either making 
that policy effective, suffering 
humiliating loss prestige. The Sys- 
tem can win has the will win, 
and view the alternative has 
abundant reason put forth every 
effort win.” 


EASONAL demands for credit con- 

stitute factor reckoned with 
well the position the Reserve 
System operating against decline 
money rates according the Survey 
the Guaranty Trust Company New 
York. says: 

“Aside from the entirely doubtful 
future corporate loans, uncertainty 
the trend credit arises also from 
the peculiar combination high money 
rates with Federal Reserve ratio that 
indicates abundance reserve credit 
which could made available were 
deemed necessary desirable. the 
one hand, have witnessed large 
outflow gold, great increase the 
use credit the security markets, 
and restriction banking accommoda- 
tion for speculative purposes; and, 
the other, flow non-banking funds 
into the money market and apparent- 
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Buy 


Bank Stocks 
for Safety 


OTHER form business 

offers the variety safe- 

guards which surround banks and 

trust companies. Their operations 

are subject constant Federal and 

State supervision. They possess 

every investment essential safety 

principal, steady income, and 
ready marketability. 


For over years have spe- 
cialized the selection bank and 
trust company shares for discrimi- 
nating investors, and shall 
glad furnish definite investment 
suggestions those interested. 


copy our Statistical 
Analysis New York 
City Banks and Trust 
Companies sent upon re- 
quest “Dept. 3.” 


CLINTON GILBERT 


Established 1890 
Wall Street New York 
Private Telephone Hartford 


Bank Insurance Stocks 


Write for BTI 


Guttag Bros. 
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Bank 

Trust 

Title 


Insurance 


STOCKS 


Hanson Hanson 


MEMBERS UNLISTED SECURITIES 
DEALERS ASSOCIATION 


Broadway New York 
Phone 6140-55 


Municipal Bonds 


Safety Principal 


Maturities 
Denominations 


Tax Exemption 


6.00% 


Write for Offerings 
and Bank Discounts. 


Incorporated 1910 
MUNICIPAL BONDS 
South Salle St., Chicago 
New York Detroit Philadelphia St. Louis 
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insatiable public appetite for new 
security issues. 

“However, addition the outright 
stand taken the Federal Reserve 
banks this month and the fact that the 
facilities their disposal for counter- 
acting inflationary tendencies are 
means exhausted, two other factors sug- 
gest that appreciable decline 
money rates early prospect. The 
first the advent the seasonal expan- 
sion demand for commercial credit, 
which usually begins felt about 
this time. The second, which pre- 
sumably more lasting significance, 
the renewed decline the country’s gold 
stock. The ‘earmarking’ gold held 
this country for foreign account re- 
sulted decline more than $17,000,- 
000 the stock money metal during 
the month January. Furthermore, 
the advance one per cent the bank 
rate London and the rise the 
sterling quotation New York have 
brought the import movement from En- 
gland end, for the time being 
least.” 


ROSPECTS firm money are also 

stressed the National Bank 
Commerce New York which reports: 

“The outstanding feature the credit 
position the fact that the liquidation 
Federal reserve credit was not ac- 
companied any material easing 
the money situation. Total bills and 
securities held the Federal Reserve 
System February were about 
the level the first part last Septem- 
ber. was that time that the Sys- 
tem adopted the policy buying accept- 
ances rather freely order finance 
autumn trade and forestall increased 
stringency money conditions. Cer- 
tainly the recent liquidation member 
bank indebtedness and Federal re- 
serve open market holdings has left 
money conditions more comfortable 
than they were early last fall. 

summed about follows: Liquidation 
member bank credit has not resulted 
easing money conditions; gold imports 
have been offset gold earmarkings; 
the member banks the aggregate re- 
main heavily indebted the reserve 
banks and still lean too strongly the 
Reserve System maintaining their 
reserve position; and the Reserve Sys- 
tem has continued exercise its influ- 
ence the direction firm money.” 


types credit are affected the 
present situation according the 
Index published the New York Trust 
Company, New York. says: 
“Inasmuch the banking authorities 
the country can control only the to- 
tal volume credit, but not its use, 
tightness the money market for one 
type credit must ultimately make its 
influence felt upon other transactions. 
High rates for security collateral loans 
necessity will always affect, and thus 
the present instance have affected, the 
long term bond market. They have al- 
ready reduced substantially the volume 
new bond issues. The value new 


BUY AND SELL 


BANK 


Stocks 


TRUST CO. 


Stocks 


AVIATION 
Stocks 


INSURANCE 


Stocks 


INDUSTRIAL 
Stocks 


CHAIN STORE 


Stocks 


and 


WHEN ISSUED 
Stocks 


Inquiries Invited 


Members 
UNLISTED SECURITIES DEALERS 
ASSOCIATION 
ASSOCIATION BANK STOCK DEALERS 


Trinity Place New York City 
WHiltehall 3760-3779 


Private wires to 
Chicago and Hartford 
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Trustworthy 
Funds 


EMPIRE BONDS 
are ideal for trust 
fund investments. 
They carry strong 
guarantee prin- 
cipal and interest. 


They are indepen- 
dently trusteed large 
bank trust company 
and are legal for trust 
funds. 


Their unquestioned 


safety and liberal yield 
favor wise investors. 


Empire Bond Mortgage Corporation 
535 Fifth Avenue 


New York 


building contracts awarded Novem- 
ber and December has declined from the 
figures for September and October. 

“The Federal Reserve authorities are, 
true, not called upon judge 
security prices; and they have repeated- 
pointed out that this not the con- 
sideration prompting them their effort 
control the credit situation. However, 
business continues need relatively 
little additional working capital, sub- 
stantial amount credit will continue 
available speculation and thus 
contribute support security 
prices; the other hand, this will 
lessen the actual prospects for earnings 
and may reduce the possibility 
further rise security prices, until 
balance restored.” 
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The Mid-Winter Trust Conference 


tenth mid-winter trust confer- 
ence held under the auspices the 

Trust Company Division the Amer- 
ican Bankers Association New York 
February 13-15 drew the largest at- 
tendance ever assemble for one 
these annual meetings. 
displayed the proceedings was keen. 

Informal discussions that followed the 
addresses and the presentation care- 
fully prepared papers the different 
sessions produced lively exchange 
ideas which emphasized the spirit 
progress trust development evident 
the meeting. 

The desire trust men keep pace 
with the developments the times 
important prerequisite efficient trust 
work was made evident the nature 
the deliberations. High lights the 
three days meeting centered around the 
exchange new methods developing 
trust business, consideration the value 
personal solicitation, study the 
place common stocks trust invest- 
ments and analysis business insur- 
ance trusts, the newcomer the rapidly 
growing field trust work. 


The First Session 


ESSIONS the conference were 

held twice daily, morning and after- 
noon, beginning Wednesday, Feb- 
ruary Francis Sisson, vice-presi- 
dent the Guaranty Trust Company 
New York, was the first speaker, pre- 
senting report the developments 
1928, which was record year for the 
growth trust service. New sales 
methods designed meet the new in- 
vestment habits the present day were 
discussed Young, vice-presi- 
dent the Guardian Trust Company 
Cleveland, and system for developing 
trust business among the present cus- 
tomers bank was suggested 
Charles Wheaton, trust officer the 
National City Bank New York. 

The afternoon session Wednesday 
considered more detail the general 
subject new business with particular 
reference the question the value 
personal solicitation. The training 
trust representatives was described 
Julius Peter, vice-president the 
Detroit and Security Trust Company 
Detroit, and examples the most re- 
sourceful methods sales approach 
were recalled from actual experience 
Douglas Oliver the Provident Trust 
Company, Philadelphia. Various sources 
new business developed were 
pointed out John Reynolds, vice- 
president the United Trust Company 
Detroit. 


for the morning session Thurs- 
day. The circumstances under which 
trust funds may invested common 
stocks were discussed Alison Scul- 
ly, vice-president the National Bank 
Commerce New York. Common 
stocks from the investment standpoint 


were considered Waddill Catchings, 
Goldman, Sachs Company New 
York. Andrews, trust officer, the 
First National Bank Boston dis- 
cussed the advantages and disadvantages 
the Massachusetts law governing 
trust investments and Deane Mallott, 
assistant dean the Harvard 
sity Graduate School Business 
ministration, described university 
course trust management. Surrogate 
George Wingate, Brooklyn, Y., 
called attention the need for modern- 
izing state inheritance laws. 

the afternoon session Thurs- 
day the “Trust Officer’s Creed” was re- 
the Illinois Merchants Trust Company 
Chicago. Eller, vice-presi- 
dent the Wachovia Bank and Trust 
spoke safeguarding endowments 
through corporate trusteeship and the 
trust officer’s science—will planning— 
was outlined Alex Reed, trust offi- 
cer, the Fidelity Title and Trust Com- 
pany Pittsburgh. There then followed 
symposium trust problems seen 
the president, which Walter 
Head, president the State Bank, Chi- 
cago, Kemper, president, Com- 
merce Trust Company, Kansas City, 
Mo. and Joseph Babcock, vice-presi- 
dent the Equitable Trust Company, 
New York, participated. 


Friday morning session heard 
William Miller, vice-president 
the Northern Trust Company Chicago, 
practical problems concerning busi- 
ness insurance trusts; Nathaniel See- 
furth, insurance trust specialist New 
York, the tests sound business 
insurance trust agreement, and Paul 
Clark, president the National Associa- 
tion Life Underwriters, Boston, 
the overlapping advantages optional 
settlements and trust agreements. Prac- 
tical illustration the three chief types 
business insurance trusts were given 
Leslie assistant trust 
officer, Fidelity Union Trust Company, 
Newark, J.; Edward McMahon, 
insurance trust officer, Equitable Trust 
Company New York and Gwilym 
Price, trust officer, Peoples Savings and 
Trust Company, Pittsburgh. 

the afternoon session Friday 
Joseph McCoy, United States Govern- 
ment Actuary, told what the Federal 
estate tax returns reveal the way 
new fields trust business. 

Tresckow, assistant vice-president, 
Central Union Trust Company, New 
York, spoke how estimate the pres- 
ent value wills and trusts; 
Stanton, vice-president, Detroit and Se- 
curity Trust Company, Detroit, plans 
check the progress and quality 
trust work; and William Voetsch, aud- 
itor, the Pennsylvania Company for In- 
surances Lives and Granting Annui- 
ties, Philadelphia, trust costs and 
operating ratios. 

The eighteenth annual banquet the 
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trust companies the United States 
was held Thursday evening. The 
speakers were Matthew Sloan, presi- 
dent the New York Edison Company 
New York, “Electricity and the 
New Industrial Revolution” and Julius 
Barnes, president the Barnes- 
Ames Company, Duluth, Minnesota, 
“The Rising Tide Dollars.” 
Morton, President the Trust Com- 
pany Division the American Bankers 
Association and vice-president the 
Pennsylvania Company for Insurances 
Lives and Granting Annuities, Phila- 
delphia, was the toastmaster. 


Public Debt Reduced 


public debt the United States 
was reduced $34,000,000 Feb- 
ruary, leaving total $17,345,498,000 
outstanding the beginning March, 
the Treasury reports. For the period 
from July March the public debt 
has been reduced $605,000,000, and 
the amount now outstanding represents 
decline $9,251,000,000 from the 
peak figures Aug. 31, 1919. 
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tion your broker’s 
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home office the 
Corporation for copies 

this annual report, 

the financial report for 

the third quarter 

1928 and list prod- 

ucts manufactured 

the allied companies. 


STEWART-WARNER 
SPEEDOMETER 
1826 Diversey Pkwy., Chicago 
and subsidiaries 


The Bassick-Alemite Corp’n. 
The Alemite Mfg. Corp’n. 

The Bassick Co. 

The Stewart Die Casting Corp’n. 


Bank Comptroller 


Nationally known authority bank sys- 
tems with extensive experience desires 
change present connections. Would 
large growing bank. Box care 
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WHAT YOU 


Being more less personal talk between the and the READER 


Helpful Competition 


HERE were two banks small town. 

When one them became branch 
big system the remaining independent 
banker expected the banking business his 
town would not conducted the same 
old way. expected new and severe com- 
petition. 

had expected, there was change, 
and most remarkable one, too. Before 
the advent big system, the two inde- 
pendent banks had been rendering lot 
services gratuitously, both for people with- 
the city and for tourists whom they saw 
once twice and never would see again. 

But the big bank—not living fear 
the effects competition—put end 
that method that was both logical and 
easy. One its officers made early call 
the lone banker—and the thing was 


bankers here have been rendering 
lot services for which you have charged 
nothing,” said effect. not 
think that good business render legit- 
imate banking services gratuitously, and 
are not going it. 

“Here,” and handed out list, “is 
what are going charge for services 
the future. You can make the same 
charges, render these services free, just 
you wish, but you would 
like know what are doing.” 

The independent banker took the cue 
and charged for services the rate speci- 
fied the list, and the end the first 
year had made $4,500 from these charges 
for services that for years had 
been giving away! 


Pulling the Load 


Missouri Bankers Association 

distributing booklet prepared its 
committee analysis and service charge 
under the interrogative title You 
Want Your Bank Make Bigger Profits?” 
This pertinent observation made: 

“The banks the future—the banks that 
survive—must look other sources in- 
addition interest. most banks, 
the only customers who pay for services are 
those who pay for the use money. The 
bank goes unrewarded for its dozens other 
services. Only one window the bank 
shows any profit and that the loan tell- 
er’s window. All the other customers who 
come and get free service. The borrow- 
ing customers must pull the whole load.” 


Know Your City 
other places sometimes 


remark that New Yorkers 
know their own city. The visitor comes from 
afar see something which his own 
mind rates among the wonders the 
world. His metropolitan friend learns 
has never seen it, or, one the 
secondary wonders has but shadowy rec- 
ollection its existence. Hence the visitor 
thinks New Yorkers are “funny folks” be- 
cause they not know the last detail 
the big city like the best informed resident 
the capital any one the country’s 
Washington counties. 

There are many logical, understandable 
reasons for this lack guide-book informa- 
tion. One reason that the city largely 
made men who came from the small 
places and they have been too busy work- 
ing their jobs since arriving spend 
much time hunting down points in- 
terest. Another reason that you have 
the glories the county seat thrust upon 
you, they are not visible the naked 
eye, but the big cities one can escape 
them will. 

comes about that the subject matter 
this month’s cover illustration—a view 
the entrance the old building long 
used subtreasury, Wall Street, New 
York—is wholly new many man who 
has lived long years New York—new, 
too, perhaps many man from afar who 
has been passing through Wall Street 
frequent intervals for years. But there 
another group—some resident New York 
and some residing thousands miles away 
—who know the scene and will gaze upon 
with familiar eyes one the most im- 
pressive spots city manifold won- 
ders! 


The Drive Section 5219 
the Journal reported 


the statement made the House 
Representatives Chairman McFadden 
the Committee Banking and Currency 
expressing his personal views the ques- 
tion amending the law state 
taxation national banks which has been 
agitated persistently recent sessions 
Congress. His remarks may close 
chapter that never should have been opened. 
The country has become accustomed 
unrestrained tendency toward rushing 
Congress for new laws without first consult- 
ing local legislatures. The drive amend 
Section 5219 the Revised Statutes was 
glaring example this sort thing. 
Perhaps there would less demand upon 
Congress were brought home its 
members that they owed duty the coun- 
try introduce only well considered legis- 
lation. 
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The Good Customer 
Mississippi Banker publishes the 


following description the Delta 
farmer: 

“Gets the alarm Connecticut 
Clock:—buttons his Chicago suspenders 
Detroit overalls; sits down Grand 
Rapids table; washes his face with Cincin- 
nati soap Pennsylvania pan; eats Chi- 
cago meats and Indiana hominy, fried 
Kansas lard St. Louis stove; puts 
New York bridle Kentucky mule fed 
with Iowa corn; plows farm covered 
Ohio mortgage, with Chattanooga plow. 

bedtime comes reads chapter 
from Bible printed Boston, Mass., and 
says prayer written Jerusalem; crawls 
under blanket made New Jersey, 
kept awake Mississippi dog—the 
only home product the place and then 


wonders why cannot make more money 
raising cotton. 

home more and practice 
the sermon that Hon. Jim High preaches, 
over the 

“More cows, pigs and chickens less 
acres and more cotton the acre!” 


This Plan Different 


EPORT comes from Minnesota that there 
agitation for the enactment 
guaranty-of-bank-deposits law that state. 

not surprising that this seductive plan 
should seized upon once more some- 
thing better banking conditions for, from 
its very nature, the kind plan that 
makes popular appeal. 

Though not surprising, its resuscitation 
may well give concern the conservative 
bankers every community where 
brought because alluring plan not 
easily downed. 

catches the fancy both politician and 
depositor, and seems plain, log- 
ical and workable that discussion seems 
superfluous. 

But its operation mischievous, 
trouble-making money-wasting scheme, that 
weakens instead strengthens banking. 
beguiles deposits into weak banks, and 
beguiles weak bankers into unsafe practices. 

number states have tried the experi- 
ment and have paid enormously for their 
experience. The bankers Minnesota 
must set before their people the results 
these experiences, state state, together with 
the information that always the law 
enacted with the explanation—made all 
sincerity—that “this plan 
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